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SENATE—Wednesday, March 11, 1992

(Legislative day of Thursday, January 30, 1992)

The Senate met at 9:30 a.m., on the
expiration of the recess, and was called
to order by the Honorable HERB KOHL,
a Senator from the State of Wisconsin.

PRAYER

The Chaplain, the Reverend Richard
C. Halverson, D.D., offered the follow-
ing prayer:

Let us pray:

* * * ye shall know the truth, and the
truth shall make you free.—John 8:32.

The prayer this morning was first of-
fered by the former Chaplain of the
Senate, Peter Marshall, in 1947:

“0 Lord our God, if ever we needed
Thy wisdom and Thy guidance, it is
now. * * * We pray that Thou wilt bless
Your servants chosen by the people of
this Nation, for Thou knowest them,
their needs, their motives, their hopes,
and their fears. Lord Jesus, put Thine
arm around them to give them
strength, and speak to them to give
them wisdom greater than their own.
May they hear Thy voice, and seek Thy
guidance. May they remember that
Thou art concerned about what is said
and done here, and may they have clear
conscience before Thee, that they need
fear no man. Bless each of us according
to our deepest need, and use us for Thy
glory, we humbly ask in Jesus' name.
Amen.”

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore [Mr, BYRD].

The legislative clerk read the follow-
ing letter:

U.8. BENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, March 11, 1992.
To the Senate:

Under the provisions of rule I, section 3, of
the Standing Rules of the Senate, 1 hereby
appoint the Honorable HERB KOHL, a Senator
from the State of Wisconsin, to perform the
duties of the Chair.

ROBERT C. BYRD,
President pro tempore.

Mr. KOHL thereupon assumed the

chair as Acting President pro tempore.

The ACTING PRESIDENT pro tem-
pore. In my capacity as a Senator from
Wisconsin, I suggest the absence of a
quorum. The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The ACTING PRESIDENT pro tem-
pore., Without objection, it is so or-
dered.

MORNING BUSINESS

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senator from Iowa [Mr. GRASSLEY] is
recognized to speak for up to 20 min-
utes.

Mr. GRASSLEY. I thank the Chair.

(The remarks of Mr. GRASSLEY per-
taining to the introduction of S. 2337
are located in today’s RECORD under
‘“‘Statements on Introduced Bills and
Joint Resolutions.’)

Mr. GRASSLEY. I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Chair recognizes the Senator
from Wyoming.

TRIBUTE TO JENNINGS RANDOLPH
ON HIS 90TH BIRTHDAY

Mr. SIMPSON. Mr, President, it is
with great pleasure that I pay tribute
to one of the most remarkable men
ever to serve in this Chamber. That
man is our beloved Jennings Randolph
who celebrated his 90th birthday last
Sunday, March 8. Jennings Randolph
retired from this body in 1984.

Few Senators, I think past and
present, have done more to address the
needs of the handicapped or the poor or
the veterans of our country than Jen-
nings Randolph. He was the distin-
guished chairman of the Subcommittee
on the Handicapped for almost a dec-
ade. Back in those halcyon days when
the Republicans were in the majority,
he worked tirelessly as the ranking mi-
nority member on the Environment
and Public Works Committee. On the
Veterans' Affairs Committee he was es-
pecially diligent in his efforts to en-
sure severely handicapped veterans
were treated fairly.

Jennings Randolph devoted 53 years
of his life to Congress. In the early six-
ties, he served in the Senate with my
dear father, Milward L. Simpson, U.S.
Senator from Wyoming. They became
the closest of friends. When I arrived
here in 1978, no one was more kind and
generous and expansive to me than
Jennings Randolph.

He was most gracious in introducing
me to the other Members, gave me val-
uable counsel and advice in dealing
with issues affecting the Nation’'s vet-
erans. That is not to say that dear Jen-
nings is to blame for some of the skir-
mishes I have had in the past with
some representatives of the various
veterans' groups.

Most importantly, I cherish the spe-
cial relationship we have developed
over the years. There were times when
he has been like a father to me, and I

am honored that he has shared so much
with me about his beloved West Vir-
ginia, his family, his alma mater,
Salem College, his days of coaching
football at North Dakota, and his trav-
els with his team to play other colleges
there.

I spoke to him by telephone last
week. I can assure my colleagues that
age has not damaged his keen mind or
his switt sense of humor. When I think
of Jennings Randolph, I think of his
great compassion for his fellow man,
his wisdom, his wit, his innate cour-
tesy, his gentility, and his civility. All
of those attributes truly define this re-
markable man with such a remarkably
strong character. So happy birthday,
Jennings, and may God continue to
bless you.

Mr. President, I do not want to in-
trude on the Senator from Arkansas, I
would ask the status of the floor at
this time.

The ACTING PRESIDENT pro tem-
pore. The Senate is in morning busi-
ness. The Senator has 2 minutes re-
maining.

Mr. SIMPSON. I thank the Chair.

The ACTING PRESIDENT pro tem-
pore. The Chair recognizes the Senator
from Oregon for a period of up to 5
minutes.

Mr. HATFIELD. I thank the Chair.

(The remarks of Mr. HATFIELD per-
taining to the introduction of S. 2335
are located in today’s RECORD under
‘‘Statements on Introduced Bills and
Joint Resolutions.”)

The ACTING PRESIDENT pro tem-
pore. The Chair recognizes the Senator
from Connecticut for a period of up to
5 minutes.

SCUDS ABOARD NORTH KOREAN
SHIPS

Mr. LIEBERMAN. Mr. President,
after several days of veiled and confus-
ing threats from the administration
against those North Korean ships
steaming toward Iran with Scuds on
board, the ships have in fact safely ar-
rived in the Iranian port.

Clearly, we have lost the battle of
the bluff, and we stand embarrassed in
the glare of global attention. I wish the
administration had stated its position
on this matter more clearly and con-
sistently and implemented that policy
successfully. For if we cannot stop
those ships from delivering their cargo,
then we certainly should have said so
instead of falling back on the threats
that ultimately proved empty and em-
barrassing.

¢ This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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But as troubling as this episode in
the last few days has been, I think
there is a larger point here, and we
ought to magnify the significance of
the incident beyond proportion. The
larger point is that Iran and Syria, like
Iraq, already have Scuds. Those are
dangerous ballistic missiles that can be
equipped with warheads containing
weapons of mass destruction. They are
a crude and destabilizing weapon of
war that detracts from the prospects
for peace and security in the Middle
East, Persian Gulf, and the world.

In fact, it is certainly a reality of the
post-cold war world that the greatest
threat to world and American security
is in the spread of primitive weapons of
mass destruction and ballistic missiles
that have the capacity to deliver them
on foreign nations.

We cannot sit by and simply abide
while nations like China and North
Korea keep shipping these dangerous
weapons to nations like Iran and Syria.

More pressure must be brought to
bear on all nations to join the missile
technology control regime, the MTCR.
I think we have to work to strengthen
that regime to prevent the prolifera-
tion of ballistic missiles around the
globe.

We must also enforce American laws
that penalize foreign companies that
export missile components or send
technicians to nations developing those
missiles.

We have to do all we can here on the
domestic front to ensure that Amer-
ican technology is not exported in a
fashion that aids those nations devel-
oping their own ballistic missile capac-
ities.

| e———
U.N. SANCTIONS AND IRAQ

Mr. LIEBERMAN. Mr. President, in a
related matter, Irag’s Foreign Min-
ister, Tariq Aziz, is at the United Na-
tions today to once again plead for re-
lief from U.N. sanctions. I hope that he
will find nothing but deaf ears in re-
sponse to his pleas. In fact, Mr. Aziz
should be given a clear and definite
deadline for Iraq to fully comply with
all U.N. resolutions or face severe con-
sequences. The community of nations
is tired of Saddam Hussein's cat-and-
mouse games, particularly when the
stakes are so high.

We are dealing here with a nation
that clearly wants to resume produc-
tion of weapons of mass destruction. It
still has Scuds, and it still has the ca-
pacity to produce new ones. It still has
some of its nuclear power infrastruc-
ture, and the main power to continue
to research and produce those weapons.
It still has the ability to attack its
own citizens, its own neighbors, even if
it is temporarily short of some of the
means to do so.

Mr. President, it is time for the Unit-
ed States, working through the United
Nations, to give Saddam Hussein a new
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comprehensive deadline, and be pre-
pared to use force against him if he
does not fully comply.

I thank the Chair. I yield the floor.

HONORING THE NAVY SEABEES ON
THE OCCASION OF THEIR 50TH
ANNIVERSARY

Mr. NUNN. Mr. President, during
March 1992, the Navy's famed Seabees
are celebrating the 50th anniversary of
their founding as a component of the
sea services. I rise today to pay tribute
to this group of American service men
and women whose deeds have figured
prominently during every major naval
campaign since the early days of World
War II. Today, the Seabees stand ready
to respond to emerging crises anywhere
in the world. Many serve on active
duty in the Navy, but roughly two-
thirds of the Seabees are proud mem-
bers of the Navy Reserves. ‘‘Seabees’ is
the nickname applied to what is more
officially termed Navy construction
battalions.

Although their heroic actions may
have gone relatively unnoticed by
many citizens, their contributions have
been every bit as important to our
country’'s war efforts as those with
more publicized exploits. The list of
places where the Navy’s Seabees have
provided critical support to our fight-
ing forces is an illustrious one, includ-
ing Guadalcanal, Sicily, Normandy, In-
chon, Chu Lai, and DaNang. Seabees
have built airfields, roadways, and
other facilities during combat, often
operating under enemy fire. Most re-
cently, more than 5,000 Seabees served
in the Middle East, performing out-
standing service during Operation
Desert Shield/Desert Storm:

During the buildup of forces, the Sea-
bees built 10 separate camps for more
than 42,000 personnel; 14 galleys capa-
ble of feeding 75,000 people; 6 million
square feet of aircraft parking apron,
after moving 9 million cubic yards of
sand and dirt; 4 ammunition supply
points; and a prisoner of war camp ac-
commodating 40,000.

Supporting the Marine Corps offen-
sive, the Seabees constructed and
maintained a 200-mile stretch of four
lane, unpaved desert road. This feat
was all the more impressive because, to
avoid alerting enemy forces of our in-
tent, the Seabees built this road at the
last minute.

The Seabees accompanied U.S. Ma-
rine combat forces during their drive
to liberate Kuwait.

The Seabees’ contribution has not
been limited to wartime alone. They
have distinguished themselves with
outstanding service during peacetime
relief operations as well. The Seabees
have provided vital humanitarian as-
sistance during foreign disaster relief
operations, such as those following the
eruption of Mount Pinatubo and sup-
porting operation provide comfort to
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aid Iraqi Kurds. The Seabees have also
provided indispensable service during
cleanup operations following domestic
disasters, such as supporting hurricane
relief work in South Carolina and
earthquake recovery in San Francisco.

The Seabee’s tradition is best typi-
fied by the can do spirit of the many
unsung heroes who are proud to claim
the title of “*Seabee.”” These have in-
cluded such heroes as Medal of Honor
winner P0O3c. Marvin G. Shields, and
more recently, PO2c. Robert D.
Stethem, who was killed during the hi-
jacking of TWA flight 847 in 1985.

I am sure that all of the Members of
the Senate join with me in wishing the
Seabees a hearty well done and a happy
birthday on this their 50th anniversary
of distinguished service.

TRIBUTE TO C. PAUL PINSON

Mr. KENNEDY. Mr. President, it is a
privilege to take this opportunity to
honor a member of the Labor Commit-
tee staff, C. Paul Pinson, who has
served the Senate since February 1959
and is now retiring.

Paul has served the Senate faith-
fully, beginning as a doorman in the
Senate gallery and rising to the posi-
tion of publications clerk for the Com-
mittee on Labor and Human Resources,
where he has served for over 20 years.
Throughout these years, he has as-
sisted the committee with great dis-
tinction and dedication.

On behalf of the Senators on the
committee and Paul's many other
friends, I commend him for his out-
standing service and his commitment,
and I extend my best wishes to Paul
and his wife Margie for the years
ahead.

Today the Committee on Labor and
Human Resources adopted a resolution
commending C. Paul Pinson for his
outstanding service. I ask that a copy
of the resolution be printed in the
RECORD.

There being no objection, the resolu-
tion was ordered to be printed in the
RECORD, as follows:

RESOLUTION OF THE COMMITTEE ON LABOR AND
HUMAN RESOURCES OF THE U.S, SENATE,
ADOPTED MARCH 1992, IN RECOGNITION OF C.
PAUL PINSON
Whereas C. Paul Pinson has served the

United States Senate faithfully since Feb-

ruary 2, 1959;

Whereas C. Paul Pinson has served as pub-
lications clerk for the Committee on Labor
and Human Resources for over twenty years;
and

Whereas the Committee on Labor and
Human Resources has benefited greatly from
his dedicated and conscientious work:

Now, Therefore, Be it Resolved, That the
Committee on Labor and Human Resources
wishes to express its gratitude to C. Paul
Pinson for his many years of service and for
his devotion to the Committee and to the
Senate; and

Be it Further Resolved, That the Commit-
tee on Labor and Human Resources expresses
its sincere best wishes to C. Paul Pinson.
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In Witness Thereof We, the members of the
Committee on Labor and Human Resources,
have subscribed our names hereto March
1992.
Edward M. Kennedy, Chairman; Clai-

borne Pell;, Howard M. Metzenbaum;

Christopher J. Dodd; Paul Simon; Tom

Harkin; Brock Adams; Barbara A. Mi-

kulski; Jeff Bingaman; Paul D.

Wellstone.

Orrin G. Hatch, Ranking Minority Mem-
ber; Nancy Landon Kassebaum; James
M. Jeffords; Dan Coats; Strom Thur-
mend; Dave Durenberger; Thad Coch-
ran.

IRRESPONSIBLE CONGRESS? HERE
IS TODAY'S BOXSCORE

Mr. HELMS. Mr. President, the Fed-
eral debt run up by Congress stood at
$3,847,708,770,002.49, as of the close of
business on Monday, March 9, 1992.

As anybody familiar with the U.S.
Constitution knows, no President can
spend a dime that has not first been
authorized and appropriated by the
Congress of the United States.

During the past fiscal year, it cost
the American taxpayers $286,022,000,000
just to pay the interest on spending ap-
proved by Congress—over and above
what the Federal Government col-
lected in taxes and other income. Aver-
aged out, this amounts to $5.5 billion
every week.

What would America be like today if
there had been a Congress that had the
courage and the integrity to operate on
a balanced budget?

THE TRADE IN GUNS OF CRIME

Mr. MOYNIHAN. Mr. President, I rise
today to alert my colleagues to the
plethora of guns used by teenagers and
children in crime. Guns that are small
and concealable, and others that are
capable of firing dozens of rounds in
seconds. Guns that are made by unscru-
pulous manufacturers concerned with
their quarterly profits but not where
the guns go once they leave their fac-
tory floors.

The Wall Street Journal on February
28 highlighted a family of such manu-
facturers, including Raven Arms Inc.,
and Davis Industries, and their wares,
cheap small-caliber pistols that have
become favorites of teenaged hood-
lums. Their guns are among those
seized and traced more often by the Bu-
reau of Alcohol, Tobacco and Firearms.

A fine series of articles currently
running in the New York times shows
the scope of the problem. There are
about 200 million guns in circulation,
and with proper care they can retain
their deadly power indefinitely. Trying
to find their niche despite the mass of
guns already available, upstart outfits
like Raven and David make small guns
carried by street criminals and others
like Intratec make exotic assault
weapons used by drug gangs.

With all these guns available and
manufacturers more than willing to
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cater to the needs and deadly fashion
of criminals, how can we curb the vio-
lence? I certainly support measures
such as the waiting period for pur-
chasers of handguns under the Brady
bill and under the Violent Crime con-
trol and Law Enforcement Act of 1991,
but we ought also look to parallel and
complementary measures.

On January 14, 1991, T introduced S.
51, a bill to ban .25 and .32 caliber and
9 millimeter ammunition. The .25 and
.32 are small guns, many of which are
made by Raven and Davis. The 9 milli-
meter is a common caliber for semi-
automatic firearms used by drug gangs.

The guns are out there, and easily
had by anyone who wants them. But
these guns are useless without the am-
munition they fire., After all, guns do
not kill people; bullets do. As I said on
another occasion, why not defang the
deadly cobra? Why not control the flow
of ammunition to control the guns that
are already in the hands of eriminals?

The proposition is a simple one, and
is worth a try. It can certainly be no
worse than any other strategy we have
attempted thus far, and it may even
save a few lives. I urge my colleagues
to support this bill, and ask unanimous
consent that the full text of the Wall
Street Journal article and a New York
Times article of March 10, 1992, be
printed at this point in the RECORD.

There being no objection, the articles
were ordered to be printed in the
RECORD, as follows:

(From the Wall Street Journal, Feb. 28, 1992]
FIRE POWER BEHIND THE CHEAP GUNS
FLOODING THE CrriEs IS A CALIFORNIA FAMILY
(By Alix M, Freedman)

RANCHO MIRAGE, CA,—George Jennings has
come a long way since his hardscrabble
youth in southern Kansas.,

In the 1940s, fresh out of high school, he
pulled up stakes and hitchhiked west in
time-honored pursuit of the American
Dream. He started out toiling at menial
jobs—painting signs, working in a cannery,
digging holes for clothesline poles. Today,
however, a crew of gardeners tends to the
olive grove, grapevines and lemon trees here
at his sun-drenched villa.

Mr. Jennings, the patriarch of a secretive
clan in southern California, has made his for-
tune from a market of misery: the surpris-
ingly cheap small-caliber pistols that sell by
the thousands, largely in America’s inner
cities. In these enclaves of poverty and
crime, three brands—the Raven .25, the Jen-
nings .22 and the Davis .380—hold sway.

It's a family affair,

The three companies that make the Raven,
Jennings and Davis guns are all owned by
members of the Jennings family. Every year,
they churn out some 400,000 cheaply made
Saturday Night Specials. While high-power
weapons like the Tec 9, the AK-47 and the
Mac 10 dominate the headlines in fleeting
moments of mass murder, the Jennings fami-
ly's small-caliber pistols are far more lethal
by dint of their sheer numbers, rock-bottom
prices and easy availability.

BEGINNER'S WEAPON

Selling for as little as $35, versus $600 for
higher-quality weapons, these are the starter
guns for the fearful, the c¢riminal and, in-
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creasingly, the very young. To a startling
degree, they also figure disproportionately in
robberies and murders, piling up an alarming
toll of casualties and an unending litany of
violence.

A five-month investigation by this news-
paper followed these handguns from the fac-
tory to the middleman and ultimately to the
street. The picture that emerges is of a vola-
tile family empire that built itself on the
mundane details of low-cost manufacturing
and high-volume distribution and thrives on
the advantages of government protectionism
and de facto oligopoly. In many ways, this is
such a typical business that it's easy to lose
sight of the product’s main feature: It kills.

The tumult and tragedy that mark the
family's products and customers are mir-
rored in the private lives of these California
gun merchants. Their world has been racked
by a range of trauma: wife-beating, a co-
caine-overdose death, charges of death
threats and tax evasion, and bitter one-
upsmanship among themselves.

““They all could have been one big, happy
family drinking beer,” says Larry Gudde, a
former foreman at one of the companies.
“But they didn't choose to do that because
they were afraid one would get a dollar more
than the other."”

FATHER AND BON

Three men loom large in the family’'s gun
trade. George Jennings, 63 years old, founded
Raven Arms Ine. in 1970 and all but created
the high-volume market for cheap handguns.
He has just settled a nasty sexual-harass-
ment suit filed by his former receptionist,
with whom he had a longstanding affair and
whom he promoted to the board of directors.

His son, Bruce Jennings, 43, trained at his
side and split off to form Jennings Firearms
Inc, in 1978. Bruce is a convicted wife-beater
and the target of a probe to determine
whether he structured his companies to
evade the federal excise tax.

George's son-in-law, Jim Davis, 48, ex-
panded the family trade further by starting
his own Davis Industries Inc. in 1982. He later
teamed up with the family to drive his own
brother out of the gun business. Like George,
he declined repeated requests, by telephone
and letter, for an interview for this article.
Only Bruce agreed to discuss the clan’s busi-
ness.

For years the family companies operated
as a friendly and informal cartel. But more
recently, riven by internal feuds, they have
begun invading one another’s turf with new
guns and cutthroat pricing. They also are ex-
panding into higher-power weapons, 9-milli-
meter pistols that will sell in huge volumes
at some of the lowest prices on the market.

MOUNTING TOLL

One likely result: a further escalation of
the carnage and killing on the nation’s
meanest streets. The family’s pistols sell in
all sorts of neighborhoods throughout the
U.S., but they exact their highest tolls in
urban centers. “We have & fire burning, and
these companies are throwing gasoline on
it,” says Josh Sugarmann of the Violence
Policy Center, which studies violence pre-
vention. ‘‘These people know what the inner-
city gun buyer wants."

The Jennings interests offer no apology.
Dave Brazeau, general manager of Raven
Arms, says that, for those customers who use
the pistols illegally, ‘‘if it wasn't a gun, it
would be something else—a rock, a bow and
arrow or a baseball bat.”

But it isn't a rock or a bat that kids on the
street prefer these days. Recently, in a graf-
fiti-stained stairwell at the Martin Luther
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King housing project in Harlem, a pudgy boy
with a baseball cap shoved down over his
round, smooth face embarked on a mission of
revenge. A few days earlier someone had
slapped his girlfriend. Now he was here to
buy a gun—a Davis .380, which is deceptively
powerful and easy to conceal in his pants
pocket,

He hands $70 in crumpled cash to a lanky,
16-year-old dealer and grabs a brown paper
bag, heavy with the weight of black metal.
“I got to go do something,” the pudgy youth
says. He spins on his heels, bolts down the
stairs and is gone.

‘“He's gonna shoot someone who smacked
his girl,” the teen-age dealer says. It is busi-
ness as usual. In just a year the dealer, who
calls himself Jerry and peddles only the Jen-
nings family lines, says he has made $4,000
selling 50 small-caliber handguns—including
seven to students at West Side High School,
where he is an 11th-grader.

“*Here's where I live, every young kid has a
.22 or a .26,"" Jerry says. “'It's like their first
Pampers.”

The guns that leave the family’s factories
are first bought by wholesalers, who in turn
sell the weapons to gun stores and pawn-
shops for legitimate trade. Often, though,
the pistols are bought in bulk at retail by il-
legal dealers—particularly in states where
gun laws are lax—and smuggled by bus or
train to urban centers for resale on the
street.

Clearly, the criminals who use the guns are
the ultimate abusers in this market. But the
thriving trade has nonetheless redounded to
the benefit of the Jennings family, helping
its guns snap up market share and gain ca-
chet with the young, turning some neighbor-
hoods into virtual free-fire zones. For exam-
ple:

In December, police say, 15-year-old Mack
Moton used a Raven to rob and murder three
cocaine dealers in Brooklyn, N.Y., shooting
each one in the temple. Mack, who awaits
trial, says an accomplice pulled the trigger.
Less than three years before, the boy used a
25-caliber to kill a man who had stabbed his
grandfather.

In Long Beach, Calif., 14-year-old Danny
Jones stands outside a pawnshop and tells
how he was just suspended from school after
a Jennings .22 was found in his locker.
Among his pals, Ravens and Jenningses
“with pearly handles™ are hot.

On Jan. 21, 15-year-old Rasheen Smith
stood on a rooftop of a New York housing
project and allegedly aimed his Raven .25 at
a cop and fired, hitting him in the ankle.
“Damn! I wanted to bust him in the cab-
bage,” Rasheen said, according to bystand-
ers. Rasheen is awalting trial. “In this
neighborhood, they distribute guns like food
stamps,” says the wounded officer in an
interview at the hospital.

In 1990, in the Bronx section of New York,
a five-year-old carried a Raven to kinder-
garten in his pocket. It was loaded.

Bruce Jennings vigorously disputes the
idea that the family's guns figure promi-
nently in inner-city mayhem. His customers,
he says, ‘‘are just regular, everyday people
who don't have the finances to buy higher-
priced guns.’’

But statistics suggest otherwise:

The annual combined sales of Raven, Jen-
nings and Davis may barely hit $20 million,
a fraction of the size of the nation’s No. 1
gun maker, Smith & Wesson Co. Yet the trio
accounted for 22% of all handguns produced
in 1990 in the U.S. and an even higher propor-
tion of handguns used in crime. In the past
two years the U.S. Bureau of Alcohol, To-
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bacco and Firearms has traced some 24,000
handguns sold after 1986 and used in murders
and other offenses. The family's three brands
accounted for about 27% of those traces,
compared to roughly 11% for the much larger
Smith & Wesson. Among the top 10 brands
traced, Davis ranked first, Raven second and
Jennings sixth.

In Houston last year, police seized almost
1,000 guns used in crimes, and the Raven .25,
the Davis .380 and the Davis .32 were the top
three guns. In Cleveland, police took in more
than 2,000 handguns, and 154 of them were
Ravens, making it the No. 2 brand.

Paradoxically, the ubiquitous Raven and
the Jennings gun dynasty were born of a fed-
eral law meant to curb small-caliber weap-
ons. After the assassinations of Robert F.
Kennedy and Martin Luther King, Congress
passed the Gun Control Act of 1968. The
measure sought to reduce the availability of
Saturday Night Specials, which then were
largely imports, by cutting imports in half.
Instead, it encouraged U.S. makers to jump
into the market.

One of those was George Jennings, who ran
a machine shop making airplane parts. He
designed a cheap .25-caliber pistol and spent
about $50,000 tooling up to build the new
line. Raven soon emerged as the lowest-cost
producer, powered by big volume; a company
brochure in the late 1980s boasted of sales of
more than 1.8 million pistols.

Mr. Jennings’s wealth began building on it-
gelf. Though no one knows exactly how much
the family is worth, Mr. Jennings and his
offspring clearly enjoy the prerogatives of
the rich: lavish homes, Rolls-Royces and a
couple of airplanes are among their posses-
sions, Like the rest of his family, Mr. Jen-
nings has drawn little public notice; few
photos of him seem to exist. Gun magazines
have rarely written about him or the family.
Even inside the trade, the Jennings clan is
an enigma. ‘“These people aren't members of
the club,” says William Ruger, president of
Sturm, Ruger & Co., the nation's second-
largest gun maker.

At a trade show in Nashville recently,
when a reporter approached Mr. Jennings to
ask for an interview, his face reddened.
“We’'re nice, law-abiding people. We aren't
doing anything criminal or illegal,”’ he said
angrily. “We're very private people, and we
won't contribute to your digging up dirt,”” he
said, walking off.

The family patriarch has endured more
than his share of dirt lately, detailed in the
harassment suit filed in Los Angeles Supe-
rior Court against him and Raven Arms by
his former lover, 53-year-old Wilma Cash.

Ms. Cash started at Raven as a $3-an-hour
receptionist in 1978. In 1983 her relationship
began with Mr. Jennings, who stands over six
feet tall and is trim with a full head of curly
gray hair. According to Ms. Cash's deposi-
tion in the case, one day he handed her a
pink message slip on which he had written:
“*Changes will be made in regard to your sex-
ual activities.”

Their six-year liaison blossomed in local
hotels, on the road at trade shows and most
often in his office, Ms. Cash testified. Along
the way, she went on salary and rose to of-
fice manager, vice president and a member of
Raven’'s board. She sald that when she ended
the relationship in 1989, Mr. Jennings de-
moted her, put her back on the time-clock
and later fired her.

In a deposition taken for the case, Mr. Jen-
nings readily admits the affair. *'My wife and
I had a problem, and as many women do, the
sex is cut off as a weapon," he testified. He
sald he ended the affair when Ms. Cash got
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**too serious” and added that he fired her for
a ‘‘really poor attitude’ and absenteeism.

The suit was settled on undisclosed terms.
A court order sealed the file and gagged the
participants. And so ended the patriarch's
unpleasant brush with notoriety.

Unlike his father, Bruce Jennings tends to-
ward the flashier side of life. Thrice-married,
he says he once described himself to the
local paper’'s society columnist as a “‘full-
time womanizer" and has joked that he
keeps a plastic surgeon on retainer to re-
model his lady friends. Balding and a bit
pudgy, he isn’t bashful about his own cos-
metic surgery: He once shocked secretaries
at Davis Industries when, clowning, he of-
fered to drop his trousers to show the results
of his liposuction. “‘All I had taken off were
those love handles,” he says.

His many luxuries include an indoor water-
fall that drops into a Jacuzzi at his ski lodge
near Lake Tahoe, a Spanish Casa Seata
fighter-trainer airplane and a blue Bentley
that still bears the dealer’s plate: “The Best
There Is.”

He and his third wife spend their time in a
giant house in Newport Beach, Calif., known
locally as the castle. Mr. Jennings also brief-
ly owned Arizona's famed McCune mansion,
which boasts its own ice-skating rink and
theater. He bought it in 1990 for $3 million
and sold it a year later for $3.8 million. While
he owned the home, Mr. Jennings threw a
swank pool party for his neighbors there,
featuring an actress dressed up as a hair-
dresser, on hand to blow-dry guests’ wet
locks.

Bruce joined his father’s company in 1972,
at age 23, after dropping out of high school
and spending a few years working for the
county as a gardener and selling insurance.
In 1978, he broke out on his own, forming
Jennings Firearms and designing a .22-cali-
ber pistol using his father's stripped-down
approach and no-frills manufacturing. Raven
employees say that George Jennings, furious
over his son’s departure, kicked Bruce's Mer-
cedes-Benz in a loud argument in Raven’s
parking lot. In Bruce's version, Dad tried to
kick out the headlights of his Cadillac, not
the Mercedes. ‘It was just a father-and-son
fight,” unrelated to his exit, Bruce says.

The Jennings .22 quickly became the No. 2
seller In its caliber, apparently leading to
the next fracture in the family. Bruce's sis-
ter, Gail, and her husband, Jim Davis, re-
acted with ‘‘green-eyed envy,” a family
friend recounts. So in 1982, George Jennings
helped Jim, who was Raven's office manager,
start Davis Industries, a gun company that
sold a derringer that Mr. Jennings person-
ally designed.

And so the Jennings cartel had begun.
Raven had the .22-caliber niche, Jennings
had the .22 and Davis had the tiny two-shot
derringers. Through much of the 1980s, they
thrived, avoided price wars and discouraged
anyone who dared come into their market,

Bruce Jennings sums up the old ground
rules this way: “I don’t attack my father’s
business, he doesn't attack me and we don't
attack Jim Davis. We have no agreements,
but there are general etiquette rules you
apply to your family. We don’t go out of our
way to price-compete with each other so all
of us wind up with nothing.”

All three of the firms, whose low-tech
plants are located in nondescript industrial
parks scattered outside Los Angeles, use the
same spartan approach. Low cost and high
production are key. For the big U.S. hand-
gun merchants like Smith & Wesson and
Sturm, Ruger, producing guns is a labor-in-
tensive process that ylelds small quantities,
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one reason their average price is $600 a gun.
Constructing just one Colt .45 requires about
half an hour, It takes a mere three minutes
to completely assemble a Raven, rivals of
the company say.

“¥ou can’'t become any more efficient than
us,”" says Bruce Jennings.

Raven Arms, Jennings and Davis Indus-
tries use many of the same suppliers, and
often the internal parts of their guns are
similar. Unlike standard guns, which use
stainless steel, the Raven and its offshoots
are made from cheap materials, notably die-
cast zine alloy. Molds form the Raven's key
components, the frame and slide. And be-
cause the gun is virtually complete when it
comes out of those molds, Raven need em-
ploy only 20 or so workers.

The zinc alloy used by all three has a low
melting point—it begins to distort at 700 de-
grees PFahrenheit, compared with 2400 de-
grees for the stainless steel in quality guns,
says a competitor who also uses the alloy. As
a result, the Jennings family’'s wares typi-
cally won't withstand much use compared
with better-quality guns.

While Davis, Jennings and Raven all have
minimal safety devices that block the trig-
ger from being pulled, the pistols don't have
other features, such as firing-pin blocks,
that help prevent accidental discharge and
that often appear on high-quality guns.
Lance Martini, a firearms consultant who
owns the Accuracy Gun Shop in San Diego,
says he once took a tour of the Raven plant
with George Jennings, who he says told him
the only reason Raven takes the extra step
of rifling the barrel on its pistols—a process
that stabilizes the bullet path for accuracy—
is to avoid federal restrictions on the sale of
unrifled handguns.

Officials at the Bureau of Alcohol, Tobacco
and Firearms say the Raven .25 fails the
“drop test’ and can discharge if it is loaded
and dropped to the floor. But that isn't a vio-
lation of any law, since, under the Gun Con-
trol Act of 1968, the test applies only to im-
ported revolvers, not U.S.-made pistols. In
fact, there are no safety requirements for
U.S.-made guns, giving them the status of
one of the least-regulated hazardous prod-
ucts in America.

“On these guns,” says Edward Owen, chief
of the bureau's technology branch, “‘they
don’t do any more to them than they have to
to make them work.” The family has faced
little legal fallout from product liability
cases; it has vigorously fought those actions
brought against it.

Despite periodic calls for gun control, ac-
tual restrictions are few, and are at the state
level. Only a few states ban sales of models
made by the Jennings companies. Maryland
determined the Jennings .22 and .26 were
“unreliable as to safety'’; it also banned the
family's other brands because of insufficient
data. Furthermore, South Carolina and Ili-
nois say the three brands can't be sold there
because their zinc-alloy frames melt at less
than 800 degrees.

Many gun-store owners have decided on
their own not to sell the cheap pistols, say-
ing the quality is too poor, replacement
parts are too hard to get and the dollar prof-
it per gun is too small. In Los Angeles, at
Turner's Hunting and Fishing, clerk Donald
Bush nods towards the $79.99 Jennings .22
and says the store discourages sales of the
pocket-pistols. “They tend to jam,” he says.
“We try to move people up to better quality
and higher stopping power. This is a last-de-
fense gun.”

Rivals estimate that, all told, the Raven
costs $13 to make but sells to wholesalers for
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3$29.75—an enviable 100%-plus gross margin.
The margins are estimated to be even better
for Jennings and Davis, which sell at higher
prices. Bruce Jennings won't comment on
the estimates but says that when overhead
and other costs are added, ‘‘all of a sudden
the $12 to $13 gun is up to $30 to $35."

During the 1980s, as the Jennings family
expanded its hold over the low end of the gun
market, its internal conflicts increasingly
intruded into the business—especially in
Bruce's case. He found himself in real trou-
ble—and at risk of losing his gun license—
just before Christmas in 1984.

At the time, he and his second wife, Jan-
ice, had been separated about six months.
During an argument at their home, he
grabbed his wife roughly and punched her so
hard he broke her jaw. “It was her Merry
Christmas," he later told police.

Afterward, Mr. Jennings called Janice and
she taped the conversation, In it, Bruce told
her how upset he would get it she had him
jalled for battery, the police investigator’s
report says. ‘‘Oh, does that mean you're
gonna kill me?" his wife asked. “‘No, I won't
kill you—how about if I just break your [ex-
pletive] jaw again?"” Bruce replied. He said
that if she didn't drop all charges, ‘life is
gonna get very unhappy for you, and a lot of
bad things are going to happen to you.”

Today, Janice refuses to discuss the mat-
ter. But over iced tea at the Four Seasons
Hotel in Newport Beach, Bruce says, *I was
a very hurt person. I lost my cool, and I hit
her. You know what they say about hell hath
no fury like a woman scorned. My wife had
taken all the bonds, the Rolexes, the dia-
monds and the gold.”

Mr, Jennings faced felony assault charges
as a result of the incident—and a convicted
felon can't hold a license to manufacture and
distribute guns. It was at this point that he
undertook a series of curious transactions
that would lead to yet another brush with
the law.

First, Mr. Jennings sold his company's
tooling to a newly formed firm, Calwestco,
which was supposedly owned by Gene John-
son, a former Jennings office manager. (The
factory stayed in the same place—Chino,
Calif.—but the sign out front was changed to
Calwestco.) Then Mr. Jennings notified the
firearms bureau that he was getting out of
the gun business.

At least for public consumption, Bruce
Jennings was a gun maker no more. Ulti-
mately the maneuvering was unnecessary:
He plea-bargained the felony down to a mis-
demeanor by agreeing to serve 90 days in the
county jail, and federal agents ruled his gun
license wasn’t in danger.

But Mr. Jennings nonetheless stuck with—
and expanded on—the new business struc-
ture, quickly drawing the attention of fed-
eral investigators again.

After serving his time in the San
Bernardino jail, Mr. Jennings founded a
wholesale company with the old name, Jen-
nings Firearms, and began buying pistols
from Calwestco and reselling them to gun
distributors. His wholesale business also
bought and resold the guns of another com-
pany he set up for his wife as part of their di-
vorce settlement—Bryco Arms, named for
his oldest son Bryan, who later died of a co-
caine overdose.

In 1988, an inspector for the Bureau of Al-
cohol, Tobacco and Firearms began looking
at the Jennings businesses in an unrelated
matter. In the course of his examination, he
determined that Bruce Jennings essentially
controlled Bryco and Calwestco even though
neither firm’s license listed him.
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Mr. Jennings conceded to the inspector
that he was, indeed, *‘the responsible person"
for the companies, according to the inspec-
tor's report. He said he had simply arranged
the companies this way for, among other
reasons, tax purposes and as a protection
from product-liability suits. Nonetheless, the
investigator recommended the gun licenses
for every entity except Bryco be revoked on
the grounds that Mr. Jennings had ‘‘pur-
posely falsified" information to “‘shield" his
involvement. Today, Mr. Jennings ada-
mantly denies he had any ownership in ei-
ther Calwestco or Bryco or directed their
gelling practices. He says the firearms bu-
reau “‘came in with a predetermined idea and
tried to make the circumstances fit it.”

In any event, four years later no licenses
have been revoked. What saved Mr. Jennings
from being cast out of the gun industry? A
deal between the firearms bureau and the In-
ternal Revenue Service.

In investigating Mr, Jennings, the firearms
bureau had also discovered that his business
structure was part of what it believe to be a
scheme to avoid full payment of excise taxes.
In July 1988 the bureau notified the IRS and
the two agencies decided the IRS would first
pursue the more serious excise-tax fraud case
while the bureau delayed further action on
Mr. Jennings's gun licenses.

“Our attitude was that if the TRS found
tax fraud, we might be talking felonies,”
says Jack Killorin, an official at the fire-
arms bureau. And that would make the bu-
reau's effort to yank Mr. Jennings's gun li-
censes a cinch.

According to federal officials familiar with
the IRS probe, the alleged excise scheme was
simple: The 10% excise tax is levied only on
the price charged by the gun maker, not the
wholesaler. So Calwesto and Bryco allegedly
skirted the normal tax amount by charging
artificially low prices when they sold their
guns to Jennings Firearms. Then, Jennings
Firearms, in its role as wholesaler but not
gun maker, sharply increased the price and
resold the pistols to other wholesalers, pay-
ing no excise tax and reaping big profits.

Calwestco has since closed and sold its
tooling to Bryco, which now makes all the
Jennings and Bryco brand guns. The IRS
case is pending and the agency won't com-
ment. People familiar with the matter say
the IRS is seeking $500,000 in back taxes,
plus penalties. Bruce Jennings admits the
companies paid a reduced excise tax but says
it's a common practice in the industry and
the IRS probe “isn't a problem.’” The prob-
lem, he says, is that somebody complained to
the IRS. His prime suspect: Jim Davis’s
brother, John, who denies contacting the
agency.

Jim Davis and Bruce Jennings have been
jealous rivals in the gun business for years.
Bruce Jennings, in fact, calls his brother-in-
law “a fat piece of [expletive] with a lousy
personality.” He pauses for a moment and
adds: *‘But he's a good person with a good
heart.” One reason for the animosity may be
that Jim's business is booming. The popular
Davis derringers account for about 25% of
Davis’s annual production, federal statistics
indicate, and they pay off all overhead, let-
ting Jim Davis make pure profit from the
rest of the product line, says an individual
familiar with his operations.

But Mr. Davis’s good fortune also is due to
hot demand for the Davis .380. It is especially
popular among criminals, according to the
bureau of firearms, for its potent firepower
and the ease with which it is concealed. The
model accounts for about 50% of the compa-
ny's production. It is called a “Baby 9" on
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the street because it approaches the power of
a bigger 9-millimeter gun.

In Richmond, Va., now a key supply point
for the illegal gun trade in New York and
Washington, D.C., the Davis .380 has over-
taken the Raven among illegal gun dealers,
says Irving Moran, an agent with the bureau
of firearms. On the street, the buyer may
pay more than triple the normal retail price
to avoid required waiting periods, registra-
tion and restrictions based on age and felony
convictions. A gun “with bodies on it'—
street lingo for one that has been used to
murder and is vulnerable to tracing—is deep-
ly discounted.

In the case of the Davis .380, fresh out of
the box it can fetch as much as $450 on the
street, giving dealers ‘‘the highest turn-
around on their money,” says Mr. Moran.

One person familiar with Davis's oper-
ations says the company's most successful
products, the .380 and the .32, owe a debt of
gratitude to John Davis, Jim’s brother. Now
47, John started his apprenticeship in the
gun business in 1978 when Bruce Jennings
hired him as a machine operator at Raven.
Four years later Jim Davis, then the office
manager at Raven and a banker by training,
persuaded his brother to help him start
Davis Industries.

From the outset, the brothers’ business re-
lationship was rocky, according to John
Davis, who owned 100% of the new business,
particularly rankled his brother by refusing
to sell him a stake in the firm and by taking
away his credit card and company car, deem-
ing them too costly.

Finally in 1987, after years of arguments,
John Davis reached his limit and quit the
company. ‘“‘He's not a brother, he's a boss,”
John says. ‘It seems like the more money he
made, the more distant he became to me.”

Over the years, success didn't make Jim a
hit with his other employees, either. Some
say his lordly attitude was epitomized in the
mid-1980s by the company's annual Easter
egg hunt: He would look on as workers
crawled all over the company grounds to re-
trieve plastic eggs stuffed with money. Some
also tell of a time when he invited them to
a barbecue at his home and told them to
bring their own wieners. (He ultimately de-
cided to pop for the hotdogs himself.) Now-
adays Jim Davis rarely shows up for work at
Davis Industries, employees say, preferring
to indulge his passion for television and
video games at Big Sioux, his Rancho Mirage
mansion.

Having freed himself from his brother,
John Davis decided to set up his own shop,
founding Sedco Industries Inc. with a part-
ner and taking aim at the .22-caliber market
that Bruce Jennings had owned for a decade.
But he underestimated his rivals: Before
long, he met the full force of the Jennings
family.

In January 1988, Bruce Jennings phoned
John Davis to suggest he should be targeting
the .32-caliber niche of Davis Industries, in-
stead of “‘getting into [Bruce’s] pocketbook,™
according to John Davis's deposition during
a lawsuit the family later filed against him.

In a second phone call a few months later,
John Davis testified, Bruce interjected a
more ominous warning: He said ‘‘people had
died in 7-Eleven stores over $100, much less
than what I was going to cost him in making
this gun.'" Mr. Jennings admits that he may
have mentioned “something along those
lines,” but says this wasn't a threat.

In conversations recorded by John Davis,
some wholesalers said Mr. Jennings had im-
plicitly threatened to cut off dealers who did
business with Sedco. Steve Feinberg, the
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owner of Euclid Sales, a wholesaler in
Ellenwood, Ga., for example, expressed such
concerns. “We want to sell everybody's prod-
uct, but I can't afford to get cut off from
them," the wholesaler told Mr. Davis, ac-
cording to what purports to be a transcript
of a tape-recorded call.

Asked to comment for this article, Mr.
Feinberg says he doesn't recall the conversa-
tion and says Bruce Jennings never sug-
gested he would retaliate.

Mr. Jennings says he conveyed his unhap-
piness with Sedco to some of his wholesalers
because the company, he claims, “‘was sup-
plying a copy of my gun at a substantially
lower price.” But he denies threatening any
of the dealers.

Sedco had been operating just three
months when the family landed its fatal
blow: A lawsuit seeking $45 million was filed
against Sedco, John Davis and his partner.
The plaintiffs: Bruce Jennings, George Jen-
nings—and Jim Davis.

The suit accused Sedco of illegally copying
the Jennings .22 and stealing trade secrets,
among other things. It set off a wave of in-
dustry gossip, and Sedco’'s sales dwindled. By
the summer of 1989, the company had
stopped operating.

In June 1991, a federal judge entered a de-
fault judgment and ordered Sedco to pay
$134,000 in damages and attorney’'s fees.
Three months later, John Davis declared per-
sonal bankruptcy.

These days, John Davis barely talks to his
older brother. He hasn't forgiven him for
joining the Jenningses in ruining him. “My
brother got caught up in the way the
Jenningses lived,"” he says. ““‘Money became
the God.”

Rid of Sedco, the Jennings troika seemed
assured of reasserting its hegemony over the
under-$100 gun market. But it hasn't turned
out that way. Other relatives and family in-
timates have begun to chip away at the
clan’s hold on the market, which has frag-
mented beyond anyone’s control. Now, the
Raven, Jennings and Davis companies have
set upon one another, as they expand into
overlapping niches.

The interecine combat started when a
nephew of George Jennings formed Sundance
Industries in 1989 and began selling a clone of
the Raven .25. The same year, Jim Waldorf,
a buddy of Bruce's when they were in high
school, started up Lorcin Engineering Co. in
Mira Loma, Calif., setting his sights on
Raven, too. Lorecin's plant manager: John
Davis.

Sundance turns out only small volumes,
but Lorein is a bigger threat. It has brought
uncharacteristic marketing flair to an indus-
try that remains all but untouched by Madi-
son Avenue. While Raven and Jennings avoid
advertising, Lorecin heavily touts its .25-cali-
ber pistol as ‘'the world's most affordable
handgun.” It has introduced eye-catching in-
novations like neon-pink grips and camou-
flage guns.

It has also aggressively targeted the pawn-
shop trade. At a Cash America pawnshop, lo-
cated across the street from the J,C. Napier
housing project in Nashville, manager David
Buck says he does a brisk business in
Lorcins. Pointing to a display of the guns,
priced at $45 each, he says simply: “They're
low-dollar guns for poor folks."

Lorein's sales have soared, apparently clip-
ping Raven’s wings. Raven's production,
which peaked at about 15,000 pistols a month
a few years ago, according to government
statistics, later fell to about 8,000 a month,
Mr. Waldorf estimates. Today, Lorcin begins
shipping its new .380 pistol and is expected to
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introduce a .22-caliber in July. ‘‘The Jen-
nings family has controlled the market for 20
years,"” declares Mr. Waldorf. ““They're ripe
to get picked.”

In the face of their first serious competi-
tion in 20 years, the relatives that used to
play—and price—together are bent on taking
aim at one another.

Jim Davis is soon expected to introduce a
.22 that will compete head-on with Bruce
Jenning's best-seller. Bruce has just cut
prices by 14% on his .380 to match the Davis
price. Even George Jennings, who hasn’t in-
troduced a new product in two decades, con-
sidered coming in with a .22 that would have
nudged up against his son’s turf.

““This end of the market is collapsing,”
says a distressed Bruce Jennings. ‘“‘We're just
going to have a bunch of unprofitable compa-
nies."”

“Now," says Lorcin's Mr. Waldorf, “it's a
no-holds-barred free-for-all.” A simple truth
motivates this flurry of activity, he says.
There are more poor people than rich people.
Cheap is synonymous with volume.»

To get new markets, the Jenningses and
their rivals are moving up the ladder of fire-
power with plans to expand into the 9-milli-
meter segment. This summer, Bruce Jen-
nings will unveil a 9-millimeter gun that, at
$155, will be among the cheapest on the mar-
ket. “I'm trying to work my way out of this
mess,” he says.

As for George Jennings, he is leaving the
gun business altogether, his son says. That
decision was hastened last November by an
accidental fire that gutted the Raven fac-
tory. But the patriarch has taken steps to let
his grandchildren pick up where he left off.

The elder Mr. Jennings has just sold his
Raven tooling to a new gun company called
Phoenix Arms, the firearms application for
which is now pending. Bruce Jennings says
Phoenix is equally owned by his ex-wife, Jan-
ice, and his three children; by Jim Davis’s
four children; and by Dave Brazeau, the
Raven general manager.

“When Raven burned down,” he says,
“there was a decision to be made, and the de-
cision was that Raven would liquidate, my
dad would retire and the grandchildren
would invest init.”

And so George Jennings has ensured that
his progeny will perpetuate his legacy, grind-
ing out thousands of cheap pistols that will
arm another generation of youth in Ameri-
ca's cities.

Top crime handguns
[Leading handguns used in crimes 1990-91. Data are
b&l&;d on completed traces of handguns sold after
1
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Top pistol makers

[Ranked by share of total pistol production in 1990 of
1.36 million units]
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[From the Wall Street Journal]
IN MILWAUKEE, THE RAVEN FINDS ITS VICTIMS

MILWAUKEE.—The Raven, and guns like it,
have defined the life of 17-year-old Felicia
Morgan.

“‘There is really a single purpose to this
gun—to kill people,” contends Wisconsin's
state attorney general, James E. Doyle.

Ms. Morgan, who now faces the possibility
of life imprisonment without parole, is a pe-
tite teen who wears her hair in corn-row
braids. Her lawyer, Robin Shellow, says she
is simply a product of her surroundings.

““Felicia’'s nerves have been rendered raw
by the guns around her,” says Ms. Shellow.
“*She could no longer distinguish the gunfire
that killed her friends and relatives from the
gunfire for which she is charged. Like Bren-
da Adams, she bleeds openly and bears wit-
ness to the carnage of the inner city."”

But George Williams, the father of the
slain Brenda Adams, angrily declares there
is only one victim, and she is dead. “If it
were left to me, I'd blow Felicia Morgan’s
brains out myself,” he says. ‘*‘The hardest
part is to see your kid in a body bag. You
don't even get to hug her goodbye."

STREET LIFE

For all the horror of the act, Felicia,
clutching her jail-issued Bible and a purple
diary with a drawing of a unicorn on the
cover, seems barely out of childhood. When
she gets the chance, she clings to her moth-
er, Priscilla, who is in jail awaiting sentenc-
ing for shoplifting. During a recent reunion
with her mother in a judge’s chambers, her
loud, tearful wails could be heard past the
walls and in the courtroom. She later penned
a note on scratch paper to her lawyer: “Do 1
get to kiss her goodbye?”

Felicia grew up as a street-wise kid, the
middle child among five siblings. Her mother
and father eventually split up, and her moth-
er moved in with a cocaine dealer. **He had
big guns, like .357s,” Felicia recalls.

The girl rarely attended school and drifted
among the homes of various relatives; she
says she was raped by a landlord when she
was 12. Surrounded by crime, Felicia got into
varying amounts of trouble herself. Last Au-
gust some friends stole a Dodge minivan, and
later Felicia drove it, hit another car and
fled the scene. In October she was caught
shoplifting clothes. In a statement to police,
Felicia said “if I don't keep my hands where
they belong,” she would end up in the ‘‘dan-
ger zone,” and, “I will just have to suffer and
find out the hard way.”

Felicia's mother once used a Raven .25-cal-
iber pistol to try to shoot Felicia's father;
she also shot a former boyfriend in the thigh
with a Jennings .22. Felicia's eldest brother,
Kenneth, carried a Raven in his drug-dealing
days. In 1990, he says, he shot two rival deal-
ers with another gun.

Later the same year, Felicia’s uncle was
killed with a .22-caliber revolver. Two days
after the funeral, a cousin was murdered in a
drive-by shooting. A few months later, the
boyfriend of Felicia's sister was shot with a
.38; he's now paralyzed from the chest down.

So perhaps the shock isn't that Felicia
Morgan is charged with shooting and killing
another teen-age girl with a Raven last Octo-
ber, but that it didn't happen sooner.

At about 2 a.m. on Oct. 26, Brenda Adams
stood outside a Golden Chicken outlet,
proudly wearing the patchwork-leather
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trenchcoat she had been given for her 17th
birthday one week earlier. Felicia and a 15-
yvear-old friend, Minuella Johnson, ap-
proached her to steal it. Brenda resisted and
Felicia allegedly pointed a silver Raven and
fired. As she sped away a witness says she
bragged, "I shot that bitch."
A COMMON THREAD

In this cold city's smoldering ghetto, small
firearms flow easily into the hands of users
like Felicia. They are a sinister tie that
binds generations of inner-city inhabitants,
shaping and twisting a multitude of lives.
Small-caliber pistols, and the Raven .25 in
particular, are the gun of choice for the very
young—cheap and lightweight, easily con-
cealed in a pocket and lacking much of a
kick. Last year, police in the Milwaukee
area confiscated four times more Ravens
than any other handgun, according to the
state's crime lab.

‘““This is the gun that kids are using to
maim and kill each other,” says county cir-
cuit judge Michael Malmstadt. “When I talk
to kids about their crimes, it's incredible
how many times it's a .25, and if it's a .25 you
can bet it's a Raven.”

But in the brief interlude that followed,
she was aiming to turn her life around. In a
few days she was scheduled to start a new job
at a Popeye's fried-chicken outlet. On Fri-
day, Oct. 25, things began on a hopeful note.
But according to court testimony, police re-
ports and interviews, the day unraveled
quickly.

In the early afternoon, Felicia drove down-
town with a friend, Silas Hampton, first to
Milwaukee's jobs bureau and then to Pop-
eye's to complete her application. Felicia
says that, as he had often done in the past,
Silas gave her his tiny Davis .32 derringer for
safekeeping. (Silas couldn't be located for
comment.) She stuck the gun into her bra.
**The derringer is all the gun a girl needs,
she said later in an interview. “A girl
shouldn’t want to be a hotshot.*’ g

THE NIGHT UNFOLDS

The pair stopped at a liquor store and then
joined Minuella and her boyfriend, Kurearete
“K-Dog' Oliver, at a sparsely furnished
apartment the boys used as their hangout.
The foursome relaxed for a few hours, then
split up, and at about 1:30 a.m. got back to-
gether and piled into Kurearete's car. They
were off for a night of armed robbery.

Tucked into the car’s sun wvisor was a
Raven .25, which Minuella had taken from
atop her mother’s TV set earlier in the day.
The mother, Minnie Johnson, bought the pis-
tol three years earlier. “It looked good. It
was silver with a wood handle, and the silver
attracted me,'" she says.

The group first came upon a woman wear-
ing a *“‘herringbone,” a large gold necklace.
Kurearete, 18, handed the Raven to Felicia
and ordered the two girls to go get it, Felicia
later told police. (Kurearete says Felicia
took the Raven on her own.) Before they
could grab the necklace, three other assail-
ants beat them to it. The girls came away
with only a pair of blue Adidas sneakers.

The four next came upon three girls and a
young boy. According to one of the victims,
Minuella said, “I have to have that jacket,
dog." The girl complied. Felicia jumped out
of the car and allegedly ripped a necklace off
one of the girls. Then she and Minuella went
after the young boy. Minuella took his hat,
and Felicia told the boy, “Up the coat, too,
I want it for my little brother.” She then
held the Raven to his head and according to
the victim, told him, *‘Count to five, because
your life is about to end.” Felicia denies say-
ing this.
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With Kurearete at the wheel, they sped
away so quickly their car nicked a white sta-
tion wagon. Enraged, Kurearete picked up
the Raven from the arm-rest and fired at the
wagon through a window, according to
Felicia. (Kurearete denies this.) Felicia told
police this was the first time she realized the
Raven was loaded.

A CHANCE ENCOUNTER

As Kurearete was driving along, Minuella
noticed Brenda Adams, who had emerged
from a house party and was waiting for a
ride. According to Felicia, Minuella said: “I
want that trench,’ eyeing Brenda's birthday
present. On a second drive by, Felicia and
Minuella stepped out, and Kurearete again
handed Felicia the Raven, A witness says
Minuella wasted no time: “I'm asking you
politely, bitch, come up out of that coat!"
Brenda resisted, and Minuella punched and
kicked her, dragging her across the street
and beating her against a lamppost.

Two young men tried to come to Brenda's
aid, but Felicia stepped in, wielding the pis-
tol and telling them to back off. “Bitch
gotta gun!” one of the men screamed three
times in a row. Shots rang out from across
the street as someone apparently tried to
break up the fight. Felicia pulled out the
Raven and, at point-blank range, fired once
with her eyes closed, she later told police.
The bullet pierced Brenda's left shoulder
near the neck, and she slumped to the
ground. More shots erupted from across the
street. Minuella and Felicia were still tug-
ging at the coat when Kurearete pulled up in
the car and yelled, “‘Get in!”

Minuella, trenchcoat in hand, ran for the
car, but Felicia lingered. She reached down
and grabbed Brenda's necklace, but dropped
it when she saw the blood running down the
girl’'s left shoulder. More shots were fired
from across the street, and Felicia broke for
the car. Felicia later told her probation offi-
cer that she then paused, spun around to-
ward Brenda and pulled the trigger again,
though Brenda suffered only one wound.

In the light drizzle, Brenda lay dying in a
pool of blood on the sidewalk, her carotid ar-
tery severed. Around her were a few buttons
that has popped off her blouse during the

slraggle; POLICE BLOTTER

The next evening the two girls turned
themselves in after seeing the crime re-
ported on the evening news. When Felicia
showed up at the police station, she was
wearing the blue Adidases and the black and
white coat stolen the night before.

Initially, Felicia confessed to the murder.
But at a later court hearing to determine
whether she should be tried as an adult,
Felicia's testimony changed substantially.
She said she was confused and intimidated
when she signed the confession; then she de-
nied ever having held the Raven. She said
she had pulled out the Davis derringer that
Silas had given her, but had never fired it.

The juvenile court decided to try Felicia as
an adult. She is expected to be charged soon
with armed robbery and first-degree inten-
tional homicide and will enter her plea
shortly thereafter. Felicia's lawyer will
argue that she suffers from post-traumatic
stress as a result of overexposure to urban
violence.

Minuella has been convicted of first-degree
intentional homicide and armed robbery and
received the maximum juvenile sentence of
10 years. Silas wasn't charged, but Kurearete
awaits trial on charges of felony murder and
armed robbery and could get 40 years in pris-
on if convicted. In an interview in a holding
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cell, Kurearete, wearing orange prison-issue
coveralls and black thongs, insists he had no
involvement in any crime, other than to
place the Raven in the sun visor. “A girl
didn’'t have to die, and they didn't have to
rob,’”” he says. “They both had leather coats
when they did it.
AN EASY SALE

On the blighted streets of Felicia's neigh-
borhood, the Raven still beckons. Her broth-
er Kenneth, who says he no longer deals
drugs, came under fire in October while
walking down the street, though he doesn't
know who did the shooting. He says he re-
cently bought his older sister a Raven at a
gun store for $89. He figures she needs pro-
tection.

Tina Harris, one of Felicia's best friends, is
about to buy a Raven, too. She wants to
wear fine clothes without fear of being
robbed. *“I'd rather end up in jail,”" the 16-
year-old says grimly, “than spend the rest of
my life looking over my shoulder—or be
dead.” For her part, Felicia says she is sorry,
though not responsible, for Brenda's murder.
“I'd give the world if I could change what
happened,”” she says. 'Sometimes 1 feel I
should have died that night, too. I know how
it feels to have a family member pass. I don't
think Brenda's family will get over this too
fast.”

The silver Raven that killed Brenda will be
introduced as evidence at Felicia’s trial. As
the bailiff puts handcuffs on her wrists to
take her back to detention, Felicia stands
quietly, seemingly lost in a daydream. Then
she whispers, “I wish guns would stop being
in the world.”—ALIX M. FREEDMAN,

[From the New York Times, Mar. 10, 1992]

Pi1sTOL PACKS GLAMOUR, POWER AND
REPUTATION AS A MENACE
(By Larry Rohter)

Miami, March 9.—To Mike Solo, marketing
and sales director at the Intratec gun plant
here, the Tec-9 semiautomatic pistol the
company makes is a “high-spirited” firearm
ideal for home protection or target practice
and a “fun gun™ avidly sought by weekend
shooters and collectors because Intratec
knows how to ‘“‘give people what turns them
on.‘t

But law-enforcement officials and gun-con-
trol advocates around the country take a de-
cidedly different, and much dimmer, view of
the 9-millimeter assault pistol, with the ven-
tilated 5-inch barrel and 32-round magazine
that is manufactured at Intratec’s small fac-
tory just off the Florida Turnpike and sells
for only $260. Citing statistics that indicate
the Tec-9 is confiscated in crimes at a rate
higher than any other weapon, compared to
the number in circulation, many officials
single it out as one of the biggest menaces
on America's streets.

“We are running more and more into these
exotic weapons, which serve no useful pur-
pose,”” said LeRoy Martin, Superintendent of
Police in Chicago who is leading a campaign
that urges the Illinois Legislature to ban the
Tec-9 and weapons like it. Futuristic and in-
timidating in appearance, as well as inexpen-
sive, the gun has been a favorite of drug
rings.

“In law enforcement, they are not even in
our arsenal because of the hazard they
present to innocent people,”” he continued.
“They are designed to spray whole groups of
people, and they can be equipped with extra
clips for extra firepower, or can be modified
in a short time to be fully automatic.”

On another level, Intratec, which also
makes the Tec-22 ‘‘Scorpion” handgun and
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has just introduced the Protec-25 line of
pocket-sized pistols, is typical of a whole
group of gun makers. Over the last decade,
asg long-established general weapons manu-
facturers like Smith & Wesson, Colt and
Remington have watched their sales and
profits decline, Intratec and several other
small, specialty manufacturers looking for
specific niches among the gun-buying public
have flourished.

Raven Arms and Davis Industries of Cali-
fornia, for instance, have established them-
selves as the leading manufacturers of cheap
pocket-sized pistols, though Intratec hopes
to seize a portion of that market with [ts
newest line. The Sentinel Arms Corporation
found success with “The Striker,” a 12-shot,
12-gauge shotgun first used against guerril-
las in southern Africa. Other small manufac-
turers have made their mark by making cop-
ies of weapons originally designed by Uzl and
other foreign gun companies who have found
their access to the American market dimin-
ished by import controls.

But the emergence of the inexpensive 9-
millimeter semiautomatic pistol based on
paramilitary design, and the ability of com-
panies like Intratec to ride that trend to
prominence and prosperity, is one of the
most startling developments in the gun mar-
ket over the last decade. Sales of Inratec’s
military-style pistols, at more than 30,000
last year, were not large compared to the
overall figure of two million handguns, but
that production fed what has become an en-
ergetic corner of a generally flat market.

The assault pistols have appeal among a
certain breed of gun enthusiasts. “I've owned
one model or another since they first came
out,’ Jerry Ahern, a writer and gun collector
in Commerce, Ga., said of the Tec-9. “I like
it because it's a cute-looking gun, a neat lit-
tle thing that's not your typical handgun.
It's pleasant to go out and shoot once in a
while.”

Mr. Ahern, who writes science fiction and
adventure novels and also reviews guns for
weapons publications, added that he has sev-
eral friends who also own the Tec-9. ‘“This
gun is primarily used by good, honest citi-
zens,”” he said. “If needed in home defense, it
looks scary enough, that the intruder would
probably take off and run and you would not
have to shoot at anybody.”

Nevertheless, the nation’'s police forces
strongly condemn the Tec-9's easy availabil-
ity and popularity. Police officers say they
increasingly find themselves forced to go up
against the weapon on the streets, where it
is valued by crack dealers and street gangs
willing to pay markups of 300 percent or
more to get their hands on one in states or
cities, including New Jersey and New York
City, where its ownership is outlawed or se-
verely regulated.

‘“The Tec-9 is the weapon of preference for
drug dealers here in New York City,” said
Lieut. Kenneth MecCann, co-commander of
the New York Police Department's Joint
Firearms Task Force. “It gives the impres-
sion of being a fully automatic Uzi or ma-
chine gun, and that's the way it is inter-
preted on the street. We're coming across
them more and more frequently.” Beginning
April 1, adding to already stringent handgun
controls, the ownership or possession of the
Tec-9 and certain other assault weapons will
be illegal in New York City.

In other large cities around the country,
the police say the story is much the same.
Dallas police reported confiscations of more
than 575 of the pistols over the last five
years, more than any other assault weapon,
in a recent tabulation of weapons used in
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crimes. In the nation’s capital, the Tec-9 and
a clone manufactured by A.A. Arms, a com-
pany eager to cash in on the weapon's popu-
larity, accounted for more than half the 172
assault weapons seized by the police in
crimes in 1990 and the first niné months of
1991. Chicago police report that they seized
B8 Tec-9 pistols in criminal cases in the first
eight months of 1991, as against 27 during the
same period of 1990,
BAD REPUTATION SEEMS TO BRING BETTER
SALES

The Tec-9's disproportionate role in crime
is suggested by Federal gun tracings, Though
they involve only a small percentage of
crime weapons, the tracing, requested by
law-enforcement agencies, suggest the mix
of guns being seized.

In 1990 and 1991, Federal authorities traced
1,546 Tec-9 pistols. In those two years
Intratec sold around 26,000 Tec-9’s, and since
the gun began to gain popularity, in 1985,
fewer than 100,000 have been made.

In contrast, during that same period trac-
ings were run on 9,599 Smith & Wesson hand-
guns. But in those two years close to one
million Smith & Wesson handguns were sold,
and tens of millions are in circulation.

This chorus of public alarm and dis-
approval does not seem to discourage people
at Intratec, founded under another name in
1980 by a family of Cuban exiles that also
own two gun shops here. On the contrary,
company executives see their weapon's bad
reputation in law-enforcement circles and
the news media as a useful marketing tool.

“I'm kind of flattered,”” Mr. Solo said when
he was asked about condemnations of the
Tec-9. “'It just has that advertising tingle to
it. Hey, it's talked about, it's read about, the
media write about it. That generates more
sales for me. It might sound cold and cruel,
but I'm sales oriented."”

Mr. Solo acknowledged that ‘‘your guns
end up in the hands of all types of people,”
including criminals, but said that the pri-
mary market for the Tec-9 is ‘““John Q. Pub-
lie, the average Joe,”” looking for an afford-
able firearm. “We feel that we are trying to
give them the most for the least,” he said.
One Intratec advertisement shows a father
helping his small son shoot an assault pistol.

“It's a plinking gun,” Mr. Solo said. “You
can go out and take the finest Smith &
Wesson or Ruger and fill up your magazine,
and if it's staggered it will have 18 rounds.
Whereas our magazines have 32 rounds, so
you can fill it up and plink a little bit more,
and at a suggested retall price of $260, the
cost will also be a lot less.”

Mr. Solo sald that the Tec-9 is also used by
several police anti-terrorism teams around
the United States. In addition, he said,
Intratec has sold the weapon to police and
military forces in several third world coun-
tries, who hope its intimidating appearance
will deter street demonstrations and insur-
gent political movements, thereby averting
bloodshed.

JUST ANOTHER GUN OR A SPECIAL MENACE?

Still, the Tec-9 also comes equipped with
features that give it special appeal to profes-
sional lawbreakers, Intratec's sales bro-
chures, for example, boast that various mod-
els of its weapons are made with Tec-Kote, a
special finish that ‘‘provides a natural lu-
bricity to increase bullet velocities” and
“excellent resistance to fingerprints.”

“Don't you find that almost obscene?"
Chief Martin asked. “You can use this weap-
on and discard it, and police can’t even find
your fingerprints. That's what they are say-
ing in a veiled way."” Mr. Solo responded that
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the coating does not actually prevent finger-
prints, and is intended only to retard the
corrosive effect of body oils.

Gary Kleck, a criminologist at Florida
State University who wrote ‘“‘Point Blank:
Guns and Violence in America' (Aldine de
Gruyter, 1991), contends that the Tec-9 has
been unfairly singled out as part of a long-
standing tendency by the press and the po-
lice to label certain classes of weapons as
“bad guns." Take away its oversized maga-
zine and its aura of intimidation, he said,
and the Tec-9 is just another gun.

The rise of the Tec-9 coincided with a more
general increase in sales of semiautomatic
pistols of all kinds, Dr. Kleck sald. “‘It is no
more lethal than other semiautomatic hand-
guns, or handguns in general,” he said.
“Criminals may like it for reasons of style,
but nothing in its technical attributes sets it
apart from dozens of other models,” and so
“there is no earthly reason to eliminate it.”

Dr. Kleck and many groups opposed to gun
controls also argue that the statistics kept
by police forces and the Federal Government
have been manipulated to overstate the use
of the Tec-9 and other assault weapons in
crime. They say that assault weapons, which
are hard to conceal, are infrequently used in
crime and that the overwhelmingly majority
of such weapons are owned by law-abiding
citizens.

Gun-control advocates disagree. They have
focused on assault pistols as a special men-
ace, and the Tec-9 in particular. “You don't
pass legislation gun by gun, but this is the
worst thing out there, the absolute epitome
of the problem,” said Bernard Horn, legisla-
tive director for Handgun Control Inc., a
leading lobbying group for gun control, based
in Washington. “It's ideal for urban warfare,
and it's representative of a whole class of
weapons that we would like to see elimi-
nated.”

According to the Federal Bureau of Alco-
hol, Tobacco and Firearms, which tracks the
use of weapons for unlawful purposes, the
rise of the Tec-9 in popularity among crimi-
nals has been both rapid and recent. In 1986,
the pistol ranked only sixth among assault
weapons traced to crimes, and in 1987 it was
fifth on the list. In each year since 1989, the
Tec-9 and clones have ranked first among as-
sault weapons traced to crimes.

FROM NONDESCRIPT PLANT, A PISTOL WITH

GLAMOUR

Intratec executives admit that any limita-
tions on production of the Tec-9 will be a se-
vere blow that will lessen their profitability.
The company produced more than 14,000 Tec—
9 pistols in 1991, Mr. Solo said, up about 2,000
from 1990, and expects to slightly increase its
production this year.

Intratec’s founder, Carlos Garcia, has been
making the Tec-9 in one form or another
since the early 1980’s, when he acquired
rights to the weapon from a Swedish de-
signer who had made improvements on a sub-
machine gun originally designed for the
South African Government. But Mr. Solo
said the weapon owed its initial burst of pop-
ularity in this country to the “Miami Vice"
television series, which featured characters
using the Tec-9 in gunfight scenes.

Because of its futuristic and menacing de-
sign, the gun has also appeared in movies
like “RoboCop’ and, most recently, “Free-
jack.” Mr. Solo credits much of the Tec-9's
popularity to that flashy and intimidating
look. If “the big boys,” as he calls the major
gun manufacturers of New England, were to
take the same aggressive approach, he ar-
gues, they might find it easier to remain
competitive.
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“A lot of them are very archaic in their

thoughts, their machinery and their market-
ing," Mr. Solo said of the traditional compa-
nies. ''They haven't made anything sexy,
with any pizazz. They keep it low key be-
cause our government, if we do anything ex-
citing, it's like boom, they're down all over
us.”
Intratec’s plant, a gray building with no
logo or company name to identify it, occu-
pies 30,000 square feet and employs about 50
people, most of whom are Cuban-Americans
or immigrants or refugees from other Latin
American countries. A plant is being mod-
ernized to improve design and production of
the Tec-9, the Tec-22 and the Protec-25,
which Mr. Solo described as a small *‘night-
table gun' for use against intruders or by po-
lice officers “who want a backup piece and
don’t have a lot of money to spend."”

The company is worried enough about the
prospect of laws that would forbid manufac-
ture of the Tec-9 to have surreptitiously lob-
bied Florida legislators. But the publicity
given to gun-control bills in Congress and to
incidents in which gunmen have committed
mass murders may actually work in the
company’s favor, at least for now.

“The wrath of the government, the only
thing it has done is increase our sales,” Mr.
Solo said, laughing at the paradox. “What
people are starting to realize is, ‘Geez, I real-
ly want that firearm, but if I can't get it
anymore, I better buy it fast.” I'm sorry to
say, whenever anything negative has hap-
pened, sales have gone tremendously high.”

SOLD FOR $157, MORALS NOT INCLUDED

Responding to an inquiry made through
Mr. Solo, Mr. Garcia declined to be inter-
viewed for this article. But on rare occasions
in which he has agreed to discuss his compa-
ny's products with local reporters, he has
rebuffed all assertions that the Tec-9 should
be banned because, unlike other weapons
made for hunting or target shooting, it
serves no sporting purpose,

“I know some of the guns going out of here
end up killing people,” he told The Palm
Beach Post in a 1989 interview, ‘‘But I'm not
responsible for that. The ultimate user is
you the public. It is up to you how respon-
sible you are in using that firearm, your car
or what have you.”

More recently, Intratec has had great com-
mercial success with the Tec-22 “Scorpion,"”
an even cheaper assault pistol with the same
marked paramilitary appearence. The weap-
on comes with a standard 30-round magazine
that can be “jungle c¢lipped"” with another
magazine for 60 rounds of immediate fire-
power, features a grip that can stow another
50 rounds, and breaks down into only three
parts.

But the strongest selling point of the Scor-
pion, like the Tec-9, is its price. The Tec-22
went on the market in 1988 with a list price
of just under $300, but sales did not take off,
s0 Mr. Garcia decided in 1990 to cut the retail
price to $157.

That decision was rewarded almost imme-
diately. Production of the Scorpion, only
5,700 in 1990, skyrocketed to more than 17,000
last year, the first year in which the Tec-22
out-sold the Tec-9. This vear the company
expects another significant sales increase.

““You've heard the expression ‘a chicken in
every pot'?" Mr. Solo asked, *“Well, we want
to get a Tec-22 into as many hands as we
can.”

Assault weapons in crime
['Top 5 assault weapons, as defined by legislative pro-
posals, traced after seizure by law-enforcement of-
ficials in 1990 or 1991. Only & small percentage of
crime weapons are traced.]

Tec-9: Infratec and imitations ........... 1,546
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M-10, M-11: Various producers ........... 1,167
Mini-14: Sturm, Ruger .......... i 884
AR-15/M-16: Colt and others 850
AKS/AKM: Chinese and other foreign
PROdORES 5t it b iaavii e duce o
Source: Bureau of Alcohol, Tobacco and Firearms.
e —
CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. The pe-
riod for morning business is now
closed.

TAX FAIRNESS AND ECONOMIC

GROWTH ACT

The PRESIDING OFFICER (Mr.
RoBB). Under the previous order, the
Senate will now resume consideration
of H.R. 4210, which the clerk will re-
port.

The assistant legislative clerk read
as follows:

A bill (H.R. 4210) to amend the Internal
Revenue Code of 1986 to provide incentives
for increased economic growth and to pro-
vide tax relief for families.

The Senate resumed consideration of
the bill.

The PRESIDING OFFICER. Under
the previous order, the Senator from
Arkansas is to be recognized to offer an
amendment relative to drugs. The
Chair recognizes the Senator from Ar-
kansas [Mr. PRYOR].

Mr. PRYOR. Mr. President, I think
the distinguished Senator from Ala-
bama has a statement, and I think it is
only a 4- or 5-minute statement. With
the general agreement of the Senator
from Oregon, Senator PACKWOOD, and
Senator BENTSEN, the chairman of the
committee, if I could yield or if we
could go out of order for a few mo-
ments to allow Senator HEFLIN to
make that statement, would that be
agreeable?

The PRESIDING OFFICER. Is there
objection?

Mr. BENTSEN. We have no objection.

The PRESIDING OFFICER. Without
objection, the Senator from Alabama is
recognized.

THE HOLLINGS ECONOMIC PLAN

Mr. HEFLIN. Mr. President, let us be
realistic about three things:

First, any economic recovery pack-
age that calls for a tax increase will be
vetoed. "

Second, the veto cannot be over-
ridden.

Third, a compromise will have to be
developed if an economic recovery
package is to become law.

In light of the current state of our
national economy, couched as it is in
the context of a Presidential election,
it is not surprising that the debate sur-
rounding such issues as peace divi-
dends, tax cuts, and job growth has
grown divisive, sharp, and fiercely par-
tisan. While a few voices make the ar-
gument that the best economic plan is
no plan, the American people know
that this is not the case. We cannot
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stand by and simply hope for the best.
People are looking to their government
for leadership; leadership not directed
at short-term partisan gain, but leader-
ship aimed at restoring a strong eco-
nomic base.

Surprisingly, there has been a lack of
discussion thus far among the can-
didates about the deficit and runaway
Federal spending. Although nearly 80
percent of voters say that the budget
deficit is a very important issue this
year, we are not hearing much about
how to help the economy without add-
ing to the tremendous debt that con-
tinues to plague us. Thomas Jefferson
once wrote that ‘‘the principle of
spending money to be paid by poster-
ity, under the name of funding, is but
swindling on a large scale.”” Our fore-
fathers knew that the American people
deserve a sound, fiscally responsible
economic plan. This is our challenge.

That is why I am today asking that
my colleagues take a serious look at
the plan of our friend from South Caro-
lina, Senator HoLLINGS. While most
economic plans actually increase the
deficit, this plan contains specific pro-
posals for stimulating the economy
without increasing taxes and without
increasing the deficit. While his pro-
posal is not by any means an end-all
for solving our economic and budgetary
woes, it is, in general, a good idea, and
a good start toward prioritizing spend-
ing. In short, it is the kind of fiscally
responsible plan to which we must give
serious consideration if we are to meet
the current economic crisis head on.

Senator HOLLINGS' blueprint for eco-
nomic stimulation calls for broad sav-
ings and investment. In the savings
category, the plan calls for a 10-percent
reduction in the civilian work force
over 3 years, but only through attri-
tion. Additionally, it calls for a freeze
in international discretionary spending
through 1993 at the 1992 levels. Domes-
tic discretionary spending would also
be frozen at 1992 levels, but would ex-
empt all entitlements, including Social
Security, military and civil service
cost-of-living adjustments, Medicare,
Medicaid, supplemental security in-
come, food stamps, and veterans pro-
grams. Defense spending would be at a
level of $10 billion below the 1993 cap
and intelligence activities would be re-
duced by $2 billion. The total first year
savings realized here would be $24 bil-
lion.

Meanwhile, on the investment side,
outlays from the above mentioned sav-
ings are divided between the private
and public sectors. The investment in
our business sector includes a much
needed investment tax credit, very
similar to the legislation I introduced
later last year. Before its repeal in
1986, the investment tax credit proved
to be one of the most effective incen-
tives to private sector growth. Along
with the investment tax credit, Sen-
ator HOLLINGS recommends accelerated

CONGRESSIONAL RECORD—SENATE

depreciation, deferment of taxes on in-
dividual retirement accounts, real es-
tate investment, capital gains, and a
research and development tax credit,
all of which would total $15.8 billion in
the first year.

This emphasis on enhancing the com-
petitive position of our Nation's busi-
nesses, coupled with a renewed com-
mitment to research and development,
is a particularly appealing aspect of
this plan, since, as I have stated many
times previously, we help the economy
by helping the small businessman.
Likewise, current investments in re-
search and development help to ensure
our future economic well being by
holding and increasing our competitive
advantage.

Public sector investment under the
proposal includes a renewed commit-
ment to our financially strapped State
and local governments through revenue
sharing programs. It also provides in-
creased funding for the Head Start and
Women, Infants, and Children Pro-
grams, technical training, manufactur-
ing, and community health centers, the
National Science Foundation, and ad-
vanced technology programs, which
should include vitally important NASA
projects. Programs such as the Space
Station, planetary exploration, and the
space shuttle would suffer irreparable
damage if subjected to the domestic
discretionary spending freeze. Any
credible vision of the future must con-
tinue our commitment to a strong
space program and the benefits its in-
vestments bring us. The importance of
the space program aside, the plan’s
total first-year public sector invest-
ment would total $8.2 billion.

Studies show that our major eco-
nomic competitors have been investing
a much larger share of their national
wealth on public investments such as
research and development, and enjoy-
ing a higher annual rate of productiv-
ity growth as a result. The Hollings
plan recognizes this fact, and ensures
that we do not neglect scientific re-
search, the bedrock of our national
competitiveness. These increased in-
vestments also total $24 billion, and
are completely offset by the savings in
outlays. Thus, most importantly, there
is not one penny of increase to the na-
tional deficit.

There are many good points to the
latest tax reform bill approved by the
Finance Committee. As is always the
case, the hard work of this committee,
guided by the steady leadership of its
chairman, our distinguished colleague
from Texas, is evident throughout the
bill. There are, however, some provi-
sions that must be carefully consid-
ered.

For example, the legislation calls for
a 3300-per-child tax credit. As much as
anyone, I want to help the average tax-
payer, but what will honestly help the
typical American family in the long
run is to make sure our financial base
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is strong. Our immediate goal should
be a plan that will stimulate the econ-
omy without increasing the deficit. To
do this we must find common ground
with the President and move forward
on the ideas we all think to be wise for
our future. A serious effort at finding
this common ground is the Hollings
plan, which stresses private sector in-
vestment and goes along with the de-
fense cuts outlined in the President's
State of the Union Message.

Our Nation is at a crossroads in
terms of our financial history. Never
before have we experienced the enor-
mous debt in which we now find our-
selves mired. As a government, we
must decide that this Nation will ei-
ther pay off this debt or allow our chil-
dren and grandchildren to suffer the
consequences of living in a country in-
debted to the world. One way we can do
this is by looking at how we spend the
American people’s money.

By all measures, Federal spending in-
creased dramatically between 1966 and
1991. Adjusted for inflation, total Fed-
eral spending increased almost con-
tinuously over the period. Net interest,
which is, alarmingly, the most rapidly
growing budget category, has increased
significantly along with the mounting
Federal debt. The Hollings plan takes
into account the fact that unchecked
Federal spending combined with a run-
away deficit is fiscally irresponsible,
and dangerous. His plan to shift the
focus from spending to investment is a
welcome shift, one that does not con-
tinue along the path of economic frus-
tration, but, rather, provides hope for a
sound fiscal future.

Admittedly, the debt is a result of
some misguided and politically expedi-
ent economic policies, but now is not
the time to point fingers. Now is the
time to make the tough decisions with
which the public entrusts us. To do
otherwise is to abdicate our respon-
sibilities as elected officials.

As important as deficit and spending
reduction are, we cannot ignore the
fact that people around the country are
suffering grave economic hardship and
real pain. We know our military force
structure must accommodate the reali-
ties of a post-cold-war world, but mil-
lions of real men and women will be
displaced by defense downsizing in the
coming years. The Hollings plan takes
the very real need to provide assistance
to those who are suffering and who will
suffer into account through its public
sector investment initiatives—again,
without adding a single cent to the def-
ieit.

I continue to believe that any system
which strays too far from the most
basic economic principles cannot long
survive, For this reason, there must be
an ongoing examination of all the pro-
grams that we spend money on. It is
time to look at the Nation’s balance
sheet and see what is wasteful. At the
same time, we must invest our money
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wisely, in human capital, infrastruc-
ture, education, and research like that
conducted by NASA and the Depart-
ment of Defense. The plan put forth by
my friend from South Carolina con-
tains many ideas that together rep-
resent a coherent, logical, and ecommon
sensical approach toward accomplish-
ing these important goals that we all
seem to agree upon.

As I stated earlier, I do not claim
that the Hollings plan is perfect. It ap-
pears to me, however, to be a reason-
able and sincere attempt to address the
problems which threaten our fiscal se-
curity, as well as a bold first step to-
ward getting our economy on the right
track while helping those in need.
There is little question as to what our
responsibilities are or what the Amer-
ican people deserve. The only guestion
is whether we are willing to respond af-
firmatively and accept this necessary
but difficult task.

Henry Adams is credited with having
once said that *** * * politics consists
[of] ignoring facts.” If this is true, then
it has to be time, now more than ever,
for us to abandon politics. Our eco-
nomic survival depends on it. I com-
mend Senator HOLLINGS for his rec-
ognition of this fact and for his wise ef-
forts at getting our economic house in
order.

The PRESIDING OFFICER. Under
the previous order, the Chair recog-
nizes Senator PRYOR.

Mr. PRYOR. Mr. President, it is my
understanding at this time that the
Senator from Oregon has a statement
he desires to make. I yield to him for
that purpose.

Mr. PACKWOOD. I thank my good
friend from Arkansas. My statement is
relatively brief. It is one that I have
made in the Finance Committee before,
and elsewhere, and it is this:

The bill before us, at best, might be
of some modest help, very modest, for
a short period of time, to a very few
people. It will not be any major cata-
pult to the economy that somehow
makes us move from a l-percent
growth to a 4- or 3-percent growth or a
2-percent growth. Nor will the bill that
the President submitted, nor will the
bill that the House of Representatives
passed; they all fail the test of, ““Will
they help the economy in the long run
grow?"

We all understand what is going on.
Each party would like to get credit for
passing something that can be held out
as making the economy move. If by
chance the economy moves—and if it
does, it will be totally unrelated to
what we pass—we can at least take
credit for having said, see, we told you
that if we passed our bill, the economy
would move. In an economy approach-
ing $6 trillion, Mr. President, the bill
that we are talking about is barely a
flea bite when we need something sig-
nificantly different than any of us were
thinking of.
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We all know, from the huddled con-
versations we have and in the whis-
pered meetings, what needs to be done.
We have, over the last quarter of a cen-
tury, spent too much and saved too lit-
tle, and we need to tilt in the direction
of savings, investment, and capital for-
mation. We need to tilt in the direction
of investing in machines that produce
family wage jobs, that keep us com-
petitive in the world market. And all
three of the bills that have been given
to us—the President’s bill, the bill that
the Ways and Means Committee sent
out and passed in the House, and the
bill that we have here—all tilt in the
direction of more consumption, rather
than great savings,

There was a moment when I thought
perhaps that we might have moved in
the Senate Finance Committee. We had
one meeting in our hearing room in
which we very frankly discussed among
ourselves what we knew needed to be
done. We all nodded our heads and said,
ves. But, for whatever reason, we have
not gone forward on that.

I am not here to lay blame or criti-
cism, but I do know that the oppor-
tunity is here to do it, and the mood is
here to do it. So long as it can be done
hand-in-hand—I think it can—I think
the administration would be ready to
extend a hand and say, OK, if you are
prepared to say with me—this is the
President talking—that the bill we are
going to pass to move us toward sav-
ings is not going to get the economy
going by November. It has taken us 25
years to get where we are, and it is
going to take 3, 4, 5, 6 years to turn
this ship around and start moving in
the other direction. But if Congress is
willing to start now so that I can guit
harping—this is the President—at
Democrats in Congress-and they can
quit harping at me, I am willing to
move forward.

I think that opportunity is here. I
think he would take it, if we would
offer it. But we would have to tell the
public it is not bitter medicine but a
change of philosophy. We are going to
try to discourage blatant consumption
and try to encourage savings. Interest-
ingly, it does not have to be just the
argument of encouraging savings at
the top. Whether that is a capital gains
tax or otherwise, the bulk of the
money in this country is still in the
middle class.

One of the reasons we are still a rel-
atively prosperous country is not be-
cause we have great numbers of rich;
actually the numbers of rich in this
country, the quantity, are relatively
modest. It is that we have millions and
millions of people making $15,000 or
$20,000 to $50,000 or $60,000 or $70,000,
and that is where the great middle-in-
come category falls. If that category
increases its savings just a modest
amount per capita, it makes an im-
mense difference in the savings in the
country.
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And we could pass a bill that would
gradually start to turn the country in
that direction. But, as I say, none of
the bills that we have before us are
going to do that.

I understand the politics of what we
are doing. I am a big boy, and I have
been at this business a long period of
time. The President is going to veto
any bill that has a tax increase in it
and say: I have told you I am going to
veto this bill. You have a tax increase
and it is going to be vetoed. It only
passed the House 221 to 210. Clearly
there are not enough votes to sustain it
in the House, as it will be here.

So if a tax increase bill is passed, and
the President vetoes it, we will say the
Democrats tried to raise taxes. In the
bill, on the other hand, is a surtax of 10
percent on millionaires, and a tax in-
crease of significant percentage for
much lower-income people, not low in-
come but lower than millionaires. If
that is vetoed, the Democrats can say:
You see, the Republicans favor the
rich. And each side will have staked
out its claim to an issue, and perhaps
there will be no other bill this year,
which is unfortunate, no other major
bill.

There are going to be minor bills to
pass, the extenders, research and devel-
opment credit, low-income work re-
sponse, and I hope the employer-pro-
vided legal assistance and employer-
provided educational assistance will
pass. And there may be an extension of
unemployment this summer, depending
upon the status of the economy. Which
is a tax bill, of course.

Then we have the perpetual debt ceil-
ing, which will come along before we
recess this year. Who knows what may
get attached to that. But this may be
the only so-called tax bill that goes by.
Each party will have staked out its ad-
vantageous position again, the Demo-
crats saying the Republicans refused to
tax, the Republicans saying the Demo-
crats want to raise everybody's taxes.
We will see how that plays out in No-
vember.

But the discouraging part is while
each side of us are standing to top our
respective hills, looking down at the
valley from a very defensible position,
we are missing the opportunity, both of
us, to climb down off of our hills and
join hands in the valley and do some-
thing that would really make this Na-
tion turn around over 2, 4, 6, or 8 years.

I will conclude by saying this: I am
disappointed in what we have. I will
vote against it. I was disappointed in
the House bill. I thought the Presi-
dent’s proposals were modest, at best,
but they were the ones that would have
any slight help to the economy. I
thought they were the best of the
three. But none of them are long-term
bills. So my ultimate hope is, I guess,
that we get through with this bill as
quickly as possible, get it to the Presi-
dent and get it vetoed.
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Whether we want to vote to override
the veto or not, that is up to the lead-
ership in the House and Senate. Get it
behind us and then hope it is not too
late, Mr. President, that we can work
on a bill that really does something for
the economy, for the remainder of this
century, instead of each of us—it is
mutual—seeking partisan advantage,
trying to pump it for all it is worth and
convince the voters we are the ones
that should be retained in November.

So I am discouraged, but I have not
given up hope. I think we can put this
bill behind us and get on to greater
things. I thank the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Texas [Mr. BENTSEN].

Mr. BENTSEN. Mr. President, I have
to agree with my friend from the State
of Oregon. This is not a perfect bill. It
does not solve all the problems. It will
not turn around a foundering economy
overnight.

This did not happen to us overnight.
It has been building up for a number of
years. One of the problems we face is
that, in view of that kind of a deficit
and that kind of a debt, we put into ef-
fect in 1990 a budget agreement that
puts certain constraints on us, and I
am committed to staying within those
limits.

I told staff and I told the members of
the committee that we are going to
stay within the budget agreement. We
are not going to bust that budget. We
are going to have a revenue-neutral
bill, and over 6 years I want to see
some reduction, modest as it might be,
but some reduction in the deficit. And
that is what we have done.

I agree that the President’s bill is
not something that turns it all around
overnight either. But T could not help
but listen to the President denounce
this legislation, talking about a major
tax increase, a major tax increase. Not
a word about the major tax cuts. But
that is what it is. It is a balanced bill
in that regard. For every dollar of a
tax increase you have a tax cut. The
cuts and increases just go to different
people.

What we have done target the tax
cuts to those folks who have been hurt-
ing the most—middle-income families
with children, that is what the surveys
showed. A temporary cut? No. The
House version is temporary, with $200
and $400 cuts for 2 years paid for by a
permanent tax increase. We are talking
here about a permanent tax cut for
those families and for those children.

1 know inside the Beltway a lot of
people say that $300 per child is pea-
nuts; that it really does not count. You
say that to a family that reads the su-
permarket ads, looks for the coupons,
trying to decide which store they go to
get the best buy for the groceries. Go
say that to the family that has a child
running a fever and as they go to the
hospital or to the doctor they know
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they are not just making a medical de-
cision but a financial decision. Say
that to those who have an 18-year-old
they are trying to decide where they
can afford to send him or her to col-
lege. They look at the financial aid
programs before they look the quality
of the college. They think a permanent
$300 credit for each child is important,
and it is important.

This bill is not something that turns
it all around. I wish we had that. I
agree on that point with my friend
from Oregon. He is an able member of
the committee.

But I think it is an important first
step toward fairness, a little more fair-
ness in the tax system.

There will be other bills in other
years and we will continue to fine-tune
this system and try to work it out as
we go along. But what we are facing
now is we are trying to get something
done, and the President says we have
to have it back by March 20. That
means we have to move this thing
along. That is record time for a legisla-
tive body to try to consider tax legisla-
tion.

Time is short. And for that I hope
that we complete our work here in the
Senate in very short time, and for that
reason I shall oppose all amendments
to this bill. We are hearing of many
proposed amendments. If we tried to
deal with all of them we would be on
the floor months from now. We have to
draw a line. And the only fair line is an
absolute line; no amendments will be
accepted.

Some of these proposed amendments
will lose revenue and in some of those
instances no offsetting revenues are
being provided. And those are subject
to 60-vote points of order and those
points of order will be made.

I see my friend from Arkansas with
an amendment. He is a very valued
member of the committee, deeply con-
cerned about health-care costs, each
facet of it. An important facet is phar-
maceuticals. He has a concern about
how to correct it.

Frankly as I look at the tax benefits
of section 936, I do have some concern
about that. They talked to me the
other day about having twice as much
in tax benefits as the employees’ sala-
ries in Puerto Rico. That worried me.
But I must say to try to do those
things to control the price of the phar-
maceuticals, to tie those two things to-
gether and utilize the Tax Code for
that purpose gives me concern. And I
have a very difficult time seeing the
Tax Code used for such purposes.

But I shall look forward to hearing
his comments and his presentation.

The PRESIDING OFFICER. Under
the previous order the Chair recognizes
the Senator from Arkansas [Mr.
PRYOR].

Mr. PRYOR. Mr. President, I thank
the Chair for recognizing me.

Mr. President, before I proceed, I
first ask unanimous consent that the
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following members of my personnel
and Aging Committee staff be given
the floor privileges for the duration of
consideration of the pending amend-
ment: Messrs. Chris Jennings, Steve
Glaze, Mike Hodson, and John Coster.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. PRYOR. Mr. President, I have
enjoyed listening to the distinguished
chairman of the Finance Committee
this morning in his comments and also
his statement yesterday. We have en-
joyed listening to my good friend and
neighbor across the hall Senator PACK-
wooD from Oregon, who is a former
chairman of the Senate Committee on
Finance, talk about this bill which is
now the business of the U.S. Senate.

I think sometimes we get lost in the
shuffle and not talk about some of the
positive aspects of legislation that we
are dealing with. We have a tendency
here to take a major bill like we have
here. I do not know how much this one
weighs, Mr. President, but it is a major
bill. I guess H.R. 4210 looks like it is
several hundred pages in length, very
complicated, and many times we have
a tendency here as legislators to pick
out those two or three things we do not
like and stress those things and try to
make that our message as to why we
oppose them. There are some measures
in this legislation that I think are
very, very constructive, very construc-
tive, and I would like to applaud the
chairman and my colleagues on the Fi-
nance Committee for including them
and making them a part of this legisla-
tion that we are now considering.

For example, pension simplification
is something that we have been striv-
ing to accomplish around this Congress
for the last decade. And for the first
time in my memory we have a pension
simplification that is supported across
the board by large and small business
alike, by the employer, the employee,
and it is an integral part of this legis-
lation that we are going to consider
and ultimately vote for hopefully
today, or maybe tomorrow, or Friday. I
applaud my chairman and our col-
leagues for including this legislation in
this package.

We have something else that many of
us have worked for for a long time.
Today when Lee Iacocca or Donald
Trump or Sam Walton write a check
for their insurance premium they get
to deduct that premium 100 percent
from their taxes. It is a cost of doing
business. Today for the first time since
my memory we now have a 100-percent
deduction for that self-employed indi-
vidual who is not a major corporation,
to deduct that insurance premium 100
percent where today it is only 25 per-
cent. Once again I applaud my chair-
man, I applaud my colleagues on the
committee and all who have had a part
of making that an integral and a criti-
cal part of this legislation.

Mr. President, there is something
else, and I have a great deal of personal
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pride in this, and that is the taxpayers
bill of rights—28 sections of the Tax
Code which will give further rights and
further opportunities, I might say, to
the American taxpayer in dealing with
the tax collector, the Internal Revenue
Service.

This is a very constructive part of
the Tax Code. It is also a critical part
of the concept of fairness, of the fair-
ness that we think this tax bill rep-
resents.

Mr. President, I voted for this pro-
posal as it came from the Finance
Committee to the Senate, and I hope to
vote for this proposal when we get
ready to send it to the conference and
ultimately to the President’'s desk.

But there is one more critical ele-
ment I think that will make this a
very good piece of legislation, and that
is an amendment that I will be offering
at the appropriate time known around
the Senate and the House, as S. 2000.

I am taking S. 2000 this morning, Mr.
President, with a few modifications
and at the appropriate time I will send
it to the desk as an amendment to the
tax bill. 8. 2000, will for the first time
in a long time, address the issue of cost
containment in medical service deliv-
ery.

Mr. President, specifically, my
amendment does not deal with doctors
and it does not deal with hospitals, We
will deal with that I assume in another
day at a later hour and I want to be a
part of that debate and I hope that I
will be a constructive part of that solu-
tion. My amendment deals solely with
one sliver of the medical delivery situ-
ation in America, and that is the cost
of pharmaceutical drugs.

By offering that amendment aimed
at containing skyrocketing prescrip-
tion drug prices, we are challenging all
of our colleagues to go beyond talk and
start acting on the issue driving the
health care reform debate—health care
costs.

Joining Senators COHEN, SASSER,
Baucus, BURDICK, CONRAD, LEAHY,
EXON, KERREY, METZENBAUM,

WELLSTONE, BRYAN, and myself in this
endeavor are representatives of an ex-
tremely broad and diverse coalition of
over 40 national representatives of
rural communities, businesses—small
businesses, large businesses—consum-
ers, the elderly, children, minority pop-
ulations, advocates of those afflicted
with disease, unions, health insurance
agents, health care providers, and just
plain, good American citizens.

It is a very diverse group of Members
of Congress, Mr. President, that join us
this morning, and the organizations
that join us are also very diverse. We
all share in this instance a common
bond for we represent those constitu-
ents who can no longer keep pace with
prescription drug prices that consist-
ently and mercilessly triple the gen-
eral inflation rate. Most importantly,
however, we represent the people who
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in our country can no longer tolerate
these outlandish pricing practices and
who are today fed up and sickened by
the inaction of the Federal Govern-
ment to address these and other health
care costs.

Mr. President, it is long past due
that we, in the Congress, took some se-
rious steps toward containing the
health care cost crisis that confronts
this Nation. How many times—how
many times—in those town meetings,
how many times in those townhalls,
how many times in the stores and
streets of America that we represent do
we tell our constituencies day after
day, and week after week, that we are
going to do something about contain-
ing your health care costs?

Well, Mr. President, as to one aspect
of that health care cost, this is deliv-
ery day. This is the day for which we
have been waiting to begin delivering
to those constituencies our promise to
contain health care costs.

To me it makes sense to start this re-
form process by dealing with the com-
ponent of the health care system that
is inflating the fastest. It may come as
a surprise to some of my colleagues,
but certainly no surprise to our con-
stituents—particularly our elderly con-
stituents—that for more than a decade,
prescription drugs have led the way in
price escalation in health care delivery
services.

From 1982, Mr. President, to 1992, 10
years, while the general inflation rate
was just 46 percent in that decade, pre-
scription drug prices increased 142 per-
cent.

Just last year, immediately after the
enactment of the Medicaid rebate law
and after the drug manufacturers of
America said that they had received
our message loud and clear, the drug
industry once again slammed the
American consumer’s pocketbook one
more brutal time. In 1991, while the
general inflation rate last year was 3.1
percent, Mr. President, the drug manu-
facturers of America raised the cost of
prescription drugs in America 9.4 per-
cent, three times the cost of inflation.

These continuing price hikes mean,
that in 1980 prescription drugs costing
$20 will cost the average American
$121—or a 500-percent increase by the
year 2000—if we are not bold enough
and courageous enough to reign in the
cost of the pharmaceutical manufac-
turers who are making exorbitant
prices.

Mr. President, last July—I believe
this is the July issue—July 29, 1991, if
we took a poll across America and
asked the American citizens, ‘‘Well,
what business do you think is the best
business to be in, what is the most
profitable business in America?”’, some
people might say, “‘Well, it is MeDon-
ald’s.” Some might say, ‘“Well, maybe I
could be a Mercedes dealer; maybe I
could make a lot of money. Those are
expensive cars."”
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Well, they are all wrong, Mr. Presi-
dent. Fortune magazine, July 29, 1991,
said the manufacturers of pharma-
ceutical drugs is America's most prof-
itable business. There it is on the cover
of Fortune magazine.

Mr. President, I would only say to
that that today those profits are being
made at the expense of the most vul-
nerable members of our society. The
most vulnerable Americans in our
country today are giving to the drug
manufacturers that title of being
America’s most profitable business.

Today, we have an opportunity to
make a stab at cost containment be-
cause we know that today $67 billion
are being spent for pharmaceutical
drugs. We know that $145 billion are
going to be spent by the year 2000.
What this means is that in the United
States, we spend $270 for every man,
woman, and child a year for preserip-
tion drugs and most of this is not cov-
ered by insurance, it is not covered by
Medicare, it is coming out of the pock-
ets of our citizens least able to pay.

Mr. President, a lot of people say
that the Fortune 500 companies make
all the money.

In 1990—let us look at those figures if
we could—the average rate of profit for
the Fortune 500 companies in 1990 was
4.6 percent.

Here is the chart, Mr. President. I be-
lieve it is in the blue, 4.6 percent. That
is what the Fortune 500 companies
made.

Well, what about the drug companies,
what about the pharmaceutical compa-
nies that make that necessity of life,
not a luxury, but the necessity of life.
Let us see how they are getting along—
15.5 percent, that was their average
profit in the year 1990. And, Mr. Presi-
dent, if it keeps going that way, you
are going to see their profits in 1992 set
an all-time record in the amount of
profits that they are making once
again off of those least able to pay.

Now how do they make these enor-
mous profits? How do they become so
profitable? I want to examine that for
a moment.

One, by outright price gouging of our
American citizens who can least afford
the medications—the elderly, the poor,
and the other wvulnerable parts of the
American population.

Mr. President, the industry tells us
time and time again that it needs these
big profits to pay for the cost of re-
searching, developing, and marketing
their drugs. In the last 30 years, we
have bought that line. We have told the
drug companies: Yes; it is going to be
the policy of our Government and of
our country to give you tax writeoffs
for research. We are going to encourage
you to go out there in your labora-
tories across this country and across
the world and find the cure to cancer,
to AIDS, to Alzheimer's and Parkin-
son's disease, and all the other ail-
ments and diseases that we face. That
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is going to be the policy of this coun-
try. We are going to give the approval
of the Food and Drug Administration;
we are going to give you a 9-10-year
patent, where you have no competi-
tion; we are going to give you research
and development grants so you do not
have to pay taxes on those dollars that
you use for research. And then, after
that, Mr. Drug Company, we are going
to do something even better for you.
We are going to give you the mother of
all tax breaks, section 936.

Mr. President, a lot of people know
what section 936 is: A lot of the budget-
eers and a lot of the staff people on
Joint Tax; a lot of the people who work
for the Finance Committee and work
for the Finance Committee members.
But really, beyond this building and
beyond this very small community
here on Capitol Hill, very few people
know about section 936.

Mr. President, I would like to tell
you how section 936 helps the drug
companies. Because once they have
taken advantage of a patent with no
competition, Food and Drug Adminis-
tration approval, tax breaks for re-
search in developing the drugs, then
they go to Puerto Rico and they manu-
facture the drugs. They make the drugs
there that they sell in our country.

And every time they hire a Puerto
Rican citizen to work in one of those
drug plants, they get a tax credit of
$70,788. For every employee they hire,
they write it off their taxes. It is a tax
writeoff. They pay average salaries of
$26,471; but they writeoff for every em-
ployee $70,788.

This does not come from the Aging
Committee; it does not come from my
staff; it does not come from AARP or
senior citizens or any of these other or-
ganizations. It comes from the Depart-
ment of Treasury, the U.S. Department
of Treasury. Right there are the fig-
ures, and I think those figures are ac-
curate.

Enormous profits today are being
made, unconscionable profits are being
made by the drug companies, who have
taken advantage of the Tax Code of
this country, and today should be and
must be a day of reckoning. It is a day
of fairness that our chairman has
talked about, and other colleagues
have talked about, embodied in this
Tax Code.

Today I would like to talk about fair-
ness to the taxpayer and the consumer,
who today in our country are paying
the highest prices of any other indus-
trialized country. We look at Spain,
France, Italy, and the EC countries:
Belgium, United Kingdom, and others.
Look who once again is paying the
highest price for drugs. You guessed it:
The good old American consumer. We
are paying 40 to 60 percent more than
they are paying in Spain and France
and Belgium and the EC countries. We
are paying an enormous amount more
in our country.
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1 showed this chart to one of my
business friends the other day. I said:
Mr. So-and-So, you are a businessman;
you are well known. Somehow or an-
other, we cannot get the pharma-
ceutical companies to come to the
table, We can get the doctors every
now and then to come to the table; we
can get the hospitals every now and
then, or the HMO's, to come to the
table. But we cannot get the pharma-
ceutical companies, we are making all
the money, to come to the table. How
can we get their attention?

He said: Let me see this chart again.

So I got it back out of my case, and
I said: OK, here it is again.

He said: Why do we not go to Spain
and buy our drugs in Spain? American
drugs, made in America or Puerto
Rico, sold to Spain for 60 percent less.
Why do we not go there and buy our
drugs in Spain or France or the EC,
and bring them back and sell them?

Someday, that may be the case.
Someday, that may be a point that we
ought to consider. Especially if we are
not successful today, maybe we would
consider something like this.

Some people have said the good days
for the drug companies are not quite
what they used to he. They are saying
the good days for the drug companies
are waning and we are in a recession.
But first, pharmaceuticals are the only
recession-proof industry we have in
America. It is the only recession-proof
industry we have, the pharmaceutical
industry. The reason is pretty simple.
It is because of the necessity of the
pharmaceuticals, the drugs that we
have to consume to stay alive and to
keep our quality of life.

How are the drug stocks going to do
in the future? Recently, Mr. President,
Fortune magazine—once again, I am
quoting Fortune, February 24, 1992, just
a week or 10 days ago, page 29. Fortune
magazine says this:

Are the good times finally ending for the
pharmaceutical stocks? Don’t be fooled. Ana-
lysts contend that the tremendous earning
power enjoyed by big drug manufacturers
make the stocks an excellent long-term in-
vestment.

There we have it, Mr. President; For-
tune Magazine saying go out and buy
those drug stocks because they are
going to continue to make exorbitant
profits. And they are going to make
those exorbitant profits unless we in
Congress have something to say about
it. Right now, I hope, today, we have
something to say about it.

How does the industry spend all of
these profits that they make? Do they
go out here and use all these research
dollars that we are giving them, tax
free? How do they really expend these
profits?

First, the average CEO of the drug
companies has a pretty good deal as far
as the salary. Their salary is $1.56 mil-
lion a year. I believe we do have that
salary on the charts—8$1.56 million. But
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the kicker in that, Mr. President, is
they get about $3 million a year in
stock options and in other benefits
that do not show up here on the salary
chart.

The average elderly household in-
come, I might say, Mr, President, is a
mere $8,700 a year, quite a difference
from the average CEO of a major man-
ufacturing drug company.

To add a little insult to injury, the
drug companies today are forcing
Americans to pay the highest price for
drugs. In fact, as our chart showed a
while ago, these drugs that we pay the
highest price for of any other industri-
alized country, these drugs are paid for
twice. They are paid for twice because
the American taxpayer is paying for
their research and development, and
then the American taxpayer is paying
40 to 60 percent more when they go to
the drug store to buy their drugs.

We have a very rare opportunity
today at the first attempt at cost
containments. We have many other
facts and figures and charts that I am
sure, during the course of this debate,
we are going to be talking about.

I am going to also have printed at
the right time some other recent arti-
cles and other—as it relates to this
very, very shameful and inexcusable
system where we have allowed the drug
companies to get by with doing what
they have done.

But my proposal today—and I am
going to try to describe it in just a few
paragraphs—is a very simple proposal.
It is a carrot-and-stick approach to
make prescription drugs more afford-
able.

This legislation gives drug manufac-
turers access, continuing access, to the
billions of dollars in nonresearch tax
credits that they already receive each
year from the American taxpayer. But
they have to give something back in
return, and this is what they have not
done in the past. What they have to
give back in return is their commit-
ment to keep drug price increases at
generally the general rate of inflation.

A few drug companies have recently
stated that they will keep their price
increases this year to the inflation
rate. I applaud them. Merck is one of
them. If they do, these manufacturers,
under the legislation, will have full ac-
cess to section 936 tax credits.

They can still go to Puerto Rico.
They can still take a $70,000 tax credit
if they hire a Puerto Rican citizen to
work in one of those plants. They can
still go out there and research in their
laboratories across America and all
across our country to help find the
cure for the diseases of our generation.

However, if these manufacturers con-
tinue to gouge and if they continue to
charge exorbitant prices and if they
continue to make exorbitant profits,
much more than the cost of inflation,
they are going to lose a portion of their
section 936 tax credits. We ask the
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question: Why should Americans be
forced to get hit on the front end with
outlandish price increases and to also
be hit on the back end with increased
taxes to subsidize the most profitable
business in America?

Second, my proposal does something
else. The savings that we are going to
create from the reduction in section 936
tax credits would be used as an offset
to extend the 100-percent self-employed
health insurance tax credit and, ulti-
mately, if there is anything left from
that extension, for deficit reduction.
Under the current law, as we have
talked about, self-employed individuals
can only deduct 25 percent of the cost
of buying health insurance. Senator
BENTSEN's health bill, which is in-
cluded in the tax package, increases
that deduction to 100 percent for 1993
and 1994, We want to extend this fur-
ther, Mr. President, and we are going
to use the savings from the 936 alloca-
tion for that purpose.

This legislation does a third thing,
Mr. President. It establishes the Pre-
scription Drug Payment Review Com-
mission. The Federal Government buys
or pays for over $20 billion in prescrip-
tion drugs each year. In spite of this,
we have very little information on how
we cover, finance, or pay for prescrip-
tion drugs under these programs. We
have a ProPAC for hospitals. We have a
PPRC for physicians, and now, if this
legislation is successful, we will for the
first time have an advisory committee
within our system to advise our Gov-
ernment on drug costs.

The Commission would be charged
with studying why drug costs in other
industrialized countries are so much
lower. Also, we would authorize the es-
tablishment of 15 Medicare outpatient
demonstration projects so that we can
make drugs more affordable to the pop-
ulations who can least afford them.

Mr. President, I know what the argu-
ments of the drug companies are going
to be today. I have heard those argu-
ments before. First, they are going to
come and say this is price fixing. Mr.
President, that is not true. That is a
myth. We do not fix prices.

This legislation very simply says
that if you continue to raise your
prices much more than the cost of in-
flation, you are going to lose some of
your tax credits in Puerto Rico. That
is all it says. It is not price fixing.

Mr. President, even if they lost their
tax credit in Puerto Rico, it is still the
most generous tax credit; it is still the
greatest, as we say, mother of all tax
credits that we find today in the Inter-
nal Revenue Code, and specifically the
pharmaceutical industry is that seg-
ment of our economy that is profiting
most from it.

Second, we are going to hear a great
deal about discrimination; that this
bill discriminates against the drug in-
dustry; that we are discriminating
against the pharmaceutical industry
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that is researching and trying to find a
cure to many of the ailments and dis-
eases we have discussed already.

Mr. President, I would like to talk a
second about discrimination. I would
like to tell you who is being discrimi-
nated against under the present sys-
tem. The American consumer is being
discriminated against, Mr. President—
the American consumer who is paying
for the research, who is paying for the
development, who is paying for the
marketing of their new drugs when
they go on the market, and then the
American consumer is having to come
back and pay 40 and 60 percent more
for their drugs, more than any other
industrialized country. Mr. President,
if they want to talk about discrimina-
tion that, in my opinion, is raw dis-
crimination, and this is something our
legislation is going to address.

Finally, let me say that we believe,
and believe firmly, that without this
amendment being added to the overall
tax package that is before the U.S.
Senate today that we will have failed,
that we will have failed to begin ad-
dressing the cost containment battle
that we must begin today. If we actu-
ally do not seize upon this opportunity,
Mr. President, I am going to predict
that our constituents out there are
going to finally say, ‘“These people are
just talking about cost containment.
They are just talking about helping me
with my drug prices. They are just
talking about exploding health care,
and when they get a chance to do
something about it, they do not do it."”

Mr. President, each of us stands on
the floor of the Senate, and when we
are back in our town meetings, when
we are on the streets and highways and
byways of America, we are saying con-
stantly that we want to address this
problem, we want to address that prob-
lem. But this is a rare opportunity not
to continue addressing but to begin
doing something about an issue that is
crying for leadership. It is crying for us
to begin cost containment.

Mr. President, there are other speak-
ers who are on the floor, and I know
they have other schedules. At this
time, I am going to yield the floor to
my good friend and early cosponsor of
this legislation Senator SASSER of Ten-
nessee.

The PRESIDING OFFICER. The
Chair asks the Senator, does the Sen-
ator from Arkansas yield from his
time?

Mr. PRYOR. I am yielding to Senator
SASSER for the purpose of a statement
only.

Mr. SASSER. Mr. President, I ask
recognition in my own right.

The PRESIDING OFFICER. The
Chair recognizes the Senator from Ten-
nessee [Mr. SASSER].

Mr. SASSER. Mr. President, I send a
second-degree amendment to the desk.

The PRESIDING OFFICER. The
Chair reminds the Senator from Ten-
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nessee that no amendment has been of-
fered.

Mr. PRYOR. Mr. President, I ask
unanimous consent that we have a
quorum call and that I be recognized
immediately when the quorum call is
called off.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered. The absence of a quorum has
been suggested. The clerk will call the
roll.

The bill clerk proceeded to call the
roll.

Mr. SASSER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered. Under the
previous order, the Senator from Ar-
kansas retains the right to the floor.

Mr. PRYOR. Mr. President, I yield to
my friend, Senator SASSER of Ten-
nessee, for the purpose of making a
statement only.

The PRESIDING OFFICER (Mr.
GoORE). The Senator from Tennessee
[Mr. SASSER] is recognized without the
Senator from Arkansas formally yield-
ing the floor.

Mr, SASSER. Mr. President, this
morning I am pleased to join with my
good friend from Arkansas to offer my
support for this very important amend-
ment. I think all of us in this body and
indeed millions of people across this
country owe a debt of gratitude to the
distinguished junior Senator from Ar-
kansas who has worked tirelessly on
the problem of skyrocketing prescrip-
tion drug prices in this country.

Senator PRYOR has developed an ex-
pertise, an insight on this issue which
I think is probably not surpassed in
this body. I am pleased that we now
have an opportunity at long last to
consider what we believe is a measured
and reasonable response to a very seri-
ous problem in this country, a problem,
in my view, that simply must be ad-
dressed, one that we have failed to ad-
dress for all too many years.

I would also like, Mr. President, to
commend the ranking member of the
Senate Special Committee on Aging,
Senator COHEN, for his active involve-
ment in helping to craft the amend-
ment before us today. This is not a par-
tisan issue. Out-of-control prescription
drug costs affect the health and lives of
millions and millions and millions of
people in this country. I would add
that the amendment before us today
represents a bipartisan solution to a
serious problem.

I would be derelict, Mr. President, if
I did not recognize the work of the dis-
tinguished chairman of the Finance
Committee, Senator BENTSEN. He
brings to this body one of the finest
pieces of tax legislation that has come
before us in many years. The tax legis-
lation Senator BENTSEN has brought
from the Finance Committee will start
down the long track of trying to re-
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dress the inequities that have crept
into our Tax Code over the past 10 or 12
years.

In addition, he has included in this
bill before us today a number of impor-
tant. health insurance reform provi-
sions. The chairman of the Senate Fi-
nance Committee has crafted legisla-
tion which, in my judgment, will, when
enacted into law, improve access to
health insurance for literally tens of
millions of Americans, I think the ef-
forts of Senator BENTSEN and those of
his committee represent a major step
toward the goal of enacting com-
prehensive health care reform legisla-
tion, legislation that will allow access
to affordable quality health care for
every American.

But this morning I want to make
sure that my colleagues understand
one thing: When we, as a nation, fi-
nally move to enact comprehensive
health care reform legislation, we will
still have to find a way to rein in ex-
cessive prescription drug prices. None
of the proposals presently before Con-
gress, even those in the field of health
care which include a broad system of
cost controls, will provide a means to
halt what is now unbridled price infla-
tion being sponsored by the pharma-
ceutical manufacturing companies of
this country.

Who among us can doubt that we
have a serious problem on our hands? If
you doubt it, then I would ask my col-
leagues to go to a pharmacy, go to a
drugstore in a middle-class, lower mid-
dle-class area anywhere in this country
and just stand in front of the pharma-
ceutical counter for 2 or 3 hours and
watch the people as they come in to
buy these prescription drugs. Watch
the elderly as they come in and buy
them. Look at their faces when they
see the price. I have seen it with my
own eyes, Mr. President. When they are
presented with the drug and the cost of
it, I have heard them say, “I can't af-
ford it.” ‘I can't take it.”’ I have seen
them become angry. I have seen them
become indignant. And I have seen
them just walk away meekly and say,
“I just can’t afford to pay the bill."”

I would like to take a look at some of
the charts that were discussed just a
moment ago. I think this chart tells
the whole story. If we look at general
price inflation in this country from
1982 to 1991, we find that general price
inflation rose at a level of 46 percent
during this 9-year period—a very sig-
nificant increase in inflation.

But let us look and see what hap-
pened to prescription drug prices dur-
ing this same period of time. While the
general rate of inflation was 46 percent,
prescription drug prices went up 142
percent, a 300-percent increase over the
general rate of inflation.

That, Mr. President, I think is un-
conscionable. Prescription drug prices
have led the way in health care cost in-
flation during the past several years.
Of that there can be no doubt.
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These are not just abstract numbers.
Since Senator PRYOR and I introduced
the Prescription Cost Containment Act
last November, I have held many hear-
ings across my native State of Ten-
nessee, many meetings, and discussed
the problem with my constituents.
When I bring up the topic of prescrip-
tion drug prices, the response is instan-
taneous. It is emotional. It is heartfelt.
There is instant anguish and in many
cases instant anger. When Tennesseans
hear how much prices have increased
relative to prescription drugs, they are
not surprised. It only confirms what
they already know, what they have
been trying to cope with for years and
what we in Washington have refused to
deal with until now.

When I tell them that prescription
drugs represent the highest out-of-
pocket medical expense for three out of
four elderly people in this country,
they are not surprised to hear that.
Only a small fraction of older Ameri-
cans have insurance which offers them
any kind of coverage for prescription
drugs. So what we find is that the over-
whelming majority of older Americans
in this country have to pay these pre-
scription drug prices out of their own
pockets.

Many, many people, too many people,
both young and old, but particularly
the elderly, have had to make the
harrowing choice between paying for
the medicine that their doctor says
they need or, in many cases, buying
food or paying their heating bill in the
winter. I have discussed this with peo-
ple who made that very choice, and
they have told me: I cannot take all
the medications that the doctor pre-
scribes for me because I cannot afford
them, so I will take half of what he
prescribes or I will take a third of what
he prescribes. I will cut down on food
intake, reduce my grocery bill so I can
afford the prescription drugs, or maybe
I will not heat one or two rooms in the
housge so I can buy the drugs my doctor
prescribes and still meet expenses on
the Social Security check that I get.

Mr, President, I want to demonstrate
to my colleagues, by use of a second
chart, the profits that are being made
by the pharmaceutical manufacturers
in this country. We see here the profits
of all of the Fortune 500 companies. If
we look at the profits of the top 10 drug
companies we see they are 3 times as
high as those of the Fortune 500 compa-
nies. No wonder Fortune magazine, as
Senator PRYOR said a moment ago, is
still advising, buy pharmaceutical
stocks; they are a good buy.

No wonder when their profits are
three times higher than those of the
other Fortune 500 companies.

In fact, Mr. President, I am advised
that the prescription drugmakers’ prof-
its in 1990 were twice as high as that of
the second most profitable industry in
this country.

And there is something that sepa-
rates the prescription drug manufac-
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turers from other manufacturers of
other items. It is that they have a cap-
tive market. When you have high blood
pressure, when you have a serious ar-
thritic condition, and your physician
says you must have these prescription
drugs, else your life might be in dan-
ger, else you are going to live a life of
extended pain, then you have no
choice. It is not as if you are going in
to buy an automobile, and say, well, I
will not buy an automobile this year or
next year. I will make the old one do.
Or I will take public transportation.
When you have to have this life-giving
medication, then you simply have no
choice and you have to fork over. I
think that is what we are seeing here—
is advantage being taken of a captive
market.

Mr. President, I find when I talk to
the people in my State and they learn
that the drug industry receives billions
of dollars in nonresearch tax breaks,
money that like their prescription pay-
ment comes out of their own pocket,
they wonder why in the world is the
Federal Government subsidizing the
enormous profits of drug companies.
They ask me why is it taking us here
in Washington so long to figure that
out? They want to know why we have
not done something about it.

Simply put, the people of this coun-
try know very well; they know all too
well about a serious flaw in our health
care system. They know firsthand that
we are dealing here with an industry
that is out of control. They are de-
manding, the people of this country,
action by the Federal Government.
They deserve immediate action to
confront the spiraling costs of health
care which they alone have no means
to control. What happens if we do not
find a way to put some kind of brake
on these present prescription drug
prices?

Mr. President, I want to turn to this
third chart here which will indicate to
us what is going to occur. If prescrip-
tion drug prices continue to increase at
the rate that they are presently in-
creasing, we in the United States will
pay more than double the amount paid
in 1990 for prescription medicines. By
the year 2000, we will be paying $145
billion a year in this country for pre-
scription drugs. I would suggest that
we as a nation simply cannot afford an
increase of that magnitude.

I would submit that the amendment
that we will be voting on sometime
today or tomorrow will go a long way
toward keeping outlays for prescrip-
tion drugs under some degree of con-
trol. Everybody I think in this body
knows about the problem of drug price
inflation. All you have to do is get out
among your constituents, talk with
them, meet with them, and ask them
about the problem of health care. One
of the first things that will come up is
the escalating costs of prescription
drugs.
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I invite my colleagues to go back and
read your mail. Open up those enve-
lopes and read them. They come to me
many times written on lined paper,
written by the hand that is elderly, ob-
viously. They talk about the problems
of trying to pay for their prescription
drugs. We have all heard about it in the
letters that come in, those on fixed in-
comes, from elderly constituents, from
working families who might have a
child who has to have some special
medication or pharmaceutical.

These are American citizens who find
they can no longer afford to make ends
meet when faced with ever-escalating
prescription drug prices, prices which
are rising far faster than their income,
prices that are going up much faster
than the general rate of inflation.

Yes, we will be hearing a lot here
today from the pharmaceutical manu-
facturers. They are a powerful lobby;
no question about it. A lot of what we
are hearing I would ask my colleagues
to listen to with great care.

I am reminded of the story I heard
one time when I was a young lawyer. I
was listening to a great trial lawyer, I
say to my friend from Arkansas, argue
a motion before an elderly judge. And
after the brilliant trial lawyer had con-
cluded the judge recessed court briefly.
I went back to his chamber to discuss
the matter with him. I said, ‘‘Judge,
the lawyer we just heard out here is
the most brilliant I have ever heard.
How can you resist the logic that he
presented to you today?"’

I will never forget. The old judge
looked at me, and he said, ““Well, Jim,
I always listen to him with great inter-
est but follow him with great caution.”

I urge my colleagues today as these
arguments come before us in behalf of
the pharmaceutical manufacturers to
listen to them with great interest but
on behalf of your constituents follow
them with great caution.

The amendment that is offered today
by my friend from Arkansas, myself,
and others is really very simple. First
it reduces the section 936 possessions
tax credit for drug manufacturers who
raise their prices above the general
rate of inflation, If they control their
prices, keep them with the general rate
of inflation, then they take full advan-
tage of section 936 as they are doing
now. And it uses the money saved to
extend the 100-percent tax deduction of
the self-employed beyond the 2 years
already provided for by the underlying
bill.

Second, this legislation before us
today establishes a prescription drug
payment review board to study U.S.
drug prices. We have heard our friend
from Arkansas tell us how prescription
drug prices here in the United States
are much higher than any place in Eu-
rope, and interestingly enough, many
of these drugs are interchangeable.
These drugs are manufactured one
place or another and they go across
country boundaries.
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Many of these drug manufacturing
companies are multinationals. Yet we
find that we are paying here in the
United States much, much more than
they are paying all across Europe.

So this preseription drug payment re-
view board which would study U.S.
drug prices would make recommenda-
tions on ways to contain drug costs
here in the United States.

Third—I think this is important—the
legislation authorizes a 15-site, 3-year
Medicare prescription drug demonstra-
tion program. This would develop in-
formation that I think would be ex-
ceedingly valuable to us as we move
down the road of trying to develop
health care reforms that will lead to
better health care that is more afford-
able for all of our citizens.

Fourth, the legislation directs the
Secretary of Health and Human Serv-
ices to document the total amount of
subsidies that the Federal Government
provides to the drug industry, and to
make recommendations on how we can
better restructure our investment in
pharmaceutical research and develop-
ment.

I would also like to direct the Sec-
retary of Health and Human Services
to determine just how much of re-
search that we are going to hear so
much about this morning is done by
the private pharmaceutical manufac-
turers, and how much is done through
Government grants, and how much is
done out here at the National Insti-
tutes of Health.

The amendment before us does not
call for price controls. It does not call
for a compulsory drug licensing sys-
tem. It will not put drug companies out
of business. This amendment is a meas-
ured and responsible approach. It deals
directly with a part of our health care
system that is inflating the fastest,
that is the most difficult for the most
vulnerable of our citizens to afford. It
demands our most urgent attention.

I say to my colleagues that it is time
for us to decide who we are going to lis-
ten to. Are we going to listen to our
constituents, who face these life-
threatening choices everyday, or are
we going to listen to the siren song of
the drug manufacturers, who continue
to profiteer at the expense of American
consumers? Why? Because we let them
do it.

Mr. President, I think we owe a debt
of gratitude today to the distinguished
Senator from Arkansas for bringing
this matter before this body. 1t was he
who had the patience and courage to
begin these investigations at the out-
set. It was he who has compiled an
enormous amount of data to substan-
tiate the necessity for the legislation
that is before this body today.

1 thank my friend from Arkansas. It
is a pleasure to collaborate with him
on this very, very important amend-
ment. I shall stand with him today as
this matter is debated.
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Mr. President, I yield back to my dis-
tinguished friend from Arkansas.

The PRESIDING OFFICER. The Sen-
ator from Arkansas has the floor.

Mr. PRYOR. Mr. President, let me
give a general picture of the landscape.
I am about to send the amendment to
the desk, and I am going to ask unani-
mous consent that following the
amendment in the RECORD a list of
about three modifications that this
amendment encompasses be printed.
For example, where the revenues would
go from the reduction in the 936 tax
program, a little explanation of Pre-
scription Drug Policy Review Commis-
sion, the fact that funds for the Com-
mission are authorized, not appro-
priated, and then a couple of other
items.

Then, I will yield the floor, Mr. Presi-
dent, and let other people speak. It is
my understanding, that there will not
be an attempt for a second-degree
amendment. So we are going to proceed
further with this.

AMENDMENT NO. 1708

(Purpose: To provide for the containment of
prescription drug prices by reducing cer-
tain non-research related tax credits to
pharmaceutical manufacturers, by estab-
lishing the Prescription Drug Policy Re-
view Commission, by requiring a study of
the feasibility of establishing a pharma-
ceutical products price review board, and
by requiring a study of the value of Fed-
eral subsidies and tax credits given to
pharmaceutical manufacturers, and for
other purposes)

Mr. PRYOR. Mr. President, at this
time I have an amendment which I
send to the desk and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk.will report the amendment.

The legislative clerk read as follows:

The Senator from Arkansas [Mr. PRYOR]
proposes an amendment numbered 1708.

Mr. PRYOR. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 866, before line 15, insert the fol-
lowing new part:

PART VIII—DRUG COST CONTAINMENT
SEC. 2291. SHORT TITLE.

This part may be cited as the “Prescrip-
tion Drug Cost Containment Act of 1992"".
SEC. 2292. FINDINGS AND PURPOSES.

(a) FINDINGS.—The Congress finds that—

(1) although prescription drugs represent
one of the most frequently used medical care
interventions in treating common acute and
chronic diseases, many Americans, espe-
cially elderly and other vulnerable popu-
lations, are unable to afford their medica-
tions because of excessive and persistent pre-
scription drug price inflation;

(2) between 1980 and 1990, prescription drug
price inflation was triple the rate of general
inflation, and in the first half of 1991, pre-
scription drug price inflation increased even
faster, exceeding 3 times the rate of gen-
eral inflation on an annualized basis;

(3) because of the limited avallability of
private or public prescription drug coverage
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for the elderly, prescription drugs represent
the highest out-of-pocket medical care cost
for 3 of 4 elderly patients, surpassed only by
costs of long-term care services,;

(4) prescription drug manufacturers con-
tinue to make enormous profits on the backs
of the elderly, poor, and other vulnerable
populations that are unable to afford their
medications;

(5) the Federal Government and American
taxpayer provide substantial subsidies to the
pharmaceutical industry in the form of tax
incentives, tax write-offs, and grants for
non-research activities;

(8) for example, in 1987 alone, the pharma-
ceutical industry received a section 936 tax
credit of more than $1,400,000,000, and such
credit is estimated to have yielded over
$2,000,000,000 in tax breaks in 1990 to such in-
dustry; and

(7) in addition, there is a need to determine
whether Federal subsidies are used in the
most efficient manner by the pharma-
ceutical industry to develop drugs which rep-
resent true therapeutic advances over those
products already on the market.

(b) PURPOSES.—The purposes of this Act
are—

(1) to insure that elderly patients and all
Americans have access to reasonably-priced
pharmaceutical products;

(2) to establish a medicare outpatient pre-
scription drug benefit demonstration project
and trust fund;

(3) to provide for the establishment of the
Prescription Drug Policy Review Commis-
sion and a study of the impact of a pharma-
ceutical price review board on containing
price inflation on prescription pharma-
ceutical products in the United States;

(4) to provide for a study on how Federal
tax credits and subsidies and market exclu-
sivity given to the pharmaceutical industry
can be used to modify an individual manu-
facturer's pricing behavior and research pri-
orities; and

(5) to provide the Federal Government with
information on drug prices in other industri-
alized nations.

SEC. 2293. REDUCTION IN POSSESSIONS TAX
CREDIT FOR EXCESSIVE PHARMA-
CEUTICAL INFLATION.

(A) IN GENERAL.—Section 936 (relating to
Puerto Rico and possession tax credit) is
amended by adding at the end the following
new subsection:

‘(1) REDUCTION FOR EXCESSIVE PHARMA-
CEUTICAL INFLATION.—

*(1) IN GENERAL.—In the case of any manu-
facturer of single source drugs or innovator
multiple source drugs, the amount by which
the credit under this section for the taxable
year (determined without regard to this sub-
section) exceeds the manufacturer’s wage
base for such taxable year shall be reduced
by the product of—

“(A) the amount of such excess, multiplied
by

*(B) the sum of the reduction percentages
for each single source drug or innovator mul-
tiple source drug of the manufacturer for
such taxable year.

*(2) MANUFACTURER'S WAGE BASE.—For pur-
poses of this subsection—

‘“(A) IN GENERAL.—The manufacturer’s
wage base for any taxable year is equal to
the total amount of wages paid during such
taxable year by the manufacturer to eligible
employees in Puerto Rico with respect to the
manufacture of single source drugs and inno-
vator multiple source drugs.

‘(B) ELIGIBLE EMPLOYEES.—The term ‘eli-
gible employes’ means any employee of the
manufacturer (as defined in section 3121(d))
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who is a bona fide resident of Puerto Rico
and subject to tax by Puerto Rico on income
from sources within and without Puerto Rico
during the entire taxable year.

*(C) WAGES.—The term ‘wages’ has the
meaning given such term by section 3121(a).

*/(3) REDUCTION PERCENTAGE.—For purposes
of this subsection—

“(A) IN GENERAL.—The reduction percent-
age for any drug for any taxable year is the
percentage determined by multiplying—

‘(i) the sales percentage for such drug for
such taxable year, by

‘*(i1) the price increase percentage for such
drug for such taxable year.

‘(B) SALES PERCENTAGE.—The sales per-
centage for any drug for any taxable year is
the percentage determined by dividing—

“(i) the total sales of such drug by the
manufacturer for such taxable year, by

*(ii) the total sales of all single source
drugs and innovator multiple source drugs
by the manufacturer for such taxable year.

‘(C) PRICE INCREASE PERCENTAGE.—The
price increase percentage for any drug for
any taxable year is the percentage deter-
mined by multiplying—

‘(1) 20, times

*(ii) the excess (if any) of—

“(I) the percentage increase in the average
manufacturer’s price for such drug for the
taxable year over such average price for the
base taxable year, over

“(II) the percentage increase In the
Consumer Price Index (as defined in section
1(g)(5)) for the taxable year over the base
taxable year.

‘(D) TOTAL SALES.—

(1) DOMESTIC SALES ONLY.—Total sales
shall only include sales for use or consump-
tion in the United States.

“(iil) SALES TO RELATED PARTIES NOT IN-
CLUDED,—Total sales shall not include sales
to any related party (as defined in section
267(0)).

‘“(E) AVERAGE MANUFACTURER'S PRICE,—
The term ‘average manufacturer’s price' for
any taxable year means the average price
paid to.the manufacturer by wholesalers or
direct buyers and purchasers for each single
source drug or innovator multiple source
drug sold to the wvarious classes of pur-
chasers.

*(F') BASE TAXABLE YEAR.—The base tax-
able year for any single source drug or inno-
vator multiple source drug is the later of—

(i) the last taxable year ending in 1991, or

(1) the first taxable year beginning after
the date on which the marketing of such
drug begins.

‘(4) OTHER DEFINITIONS.—For purposes of
this subsection—

“(A) MANUFACTURER,—

“(1) IN GENERAL.—The term ‘manufacturer’
means any person which is engaged in—

‘(I) the production, preparation, propaga-
tion, compounding, conversion, or processing
of prescription drug products, either directly
or indirectly by extraction from substances
of natural origin, or independently by means
of chemical synthesis, or by a combination
of extraction and chemical synthesis, or

‘“II) in the packaging, repackaging, label-
ing, relabeling, or distribution of prescrip-
tion drug products.

Such term does not include a wholesale dis-
tributor of drugs or a retail pharmacy li-
censed under State law.

*(ii) CONTROLLED GROUPS,—For purposes of
clause (i)—

*(I) CONTROLLED GROUP OF CORPORATIONS,—
All corporations which are members of the
same controlled group of corporations shall
be treated as 1 person. For purposes of the
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preceding sentence, the term ‘controlled
group of corporations’ has the meaning given
to such term by section 1563(a), except that
‘more than 50 percent’ shall be substituted
for ‘at least 80 percent’ each place it appears
in section 1563(a)(1), and the determination
shall be made without regard to subsections
(a){4) and (e)(3)(C) of section 1563.

‘(II) PARTNERSHIPS, PROPRIETORSHIFS, ETC.,
WHICH ARE UNDER COMMON CONTROL.—Under
regulations prescribed by the Secretary, all
trades or business (whether or not incor-
porated) which are under common control
shall be treated as 1 person. The regulations
prescribed under this subclause shall be
based on principles similar to the principles
which apply in the case of subclause (I).

‘(B) SINGLE SOURCE DRUG.—The term ‘sin-
gle source drug' means a drug or biological
which is produced or distributed under an
original new drug application or product li-
censing application, including a drug product
or biclogical marketed by any cross-licensed
producers or distributors operating under
the new drug application or product licens-
ing application.

*(C) INNOVATOR MULTIPLE SOURCE DRUG.—
The term ‘innovator multiple source drug’
means a multiple source drug (within the
meaning of section 1927(k)}T)}A)i) of the So-
cial Becurity Act) that was originally mar-
keted under an original new drug application
or a product licensing application approved
by the Food and Drug Administration.

*(6) SPECIAL RULES.—For purposes of this
subsection—

‘“(A) DOSAGE TREATMENT.—Except as pro-
vided by the Secretary, each dosage form and
strength of a single source drug or innovator
multiple source drug shall be treated as a
separate drug.

“(B) ROUNDING OF PERCENTAGES.—Any per-
centage shall be rounded to the nearest hun-
dredth of a percent.”,

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1991.

SEC. 2294, MEDICARE OUTPATIENT PRESCRIP-
TION DRUG PROGRAM DEMONSTRA-
TION PROJECT.

(a) IN GENERAL—Subject to the availabil-
ity of appropriations as authorized in sub-
section (f), and not later than October 1, 1992,
the Secretary of Health and Human Services
(hereinafter referred to as the *‘Secretary’’)
shall establish no less than 15 demonstration
projects in counties (or other geographic
areas) located in different States in rural
and urban areas. Each of the counties (or
other geographic areas) designated shall
have a significant proportion (as determined
by the Secretary) of individuals eligible for
medicare benefits under title XVIII of the
Social Security Act.

(b) PURPOSE.—{1) The purpose of dem-
onstration projects conducted under this sec-
tion is to assess—

(A) the impact on cost, quality of care, and
access to prescription drugs of developing (in
each geographic area) a medicare outpatient
prescription drug benefit using various forms
of benefit design and reimbursement poli-
cies, and

(B) the impact on cost and quality of care
of extending coverage of outpatient prescrip-
tion drugs to medicare beneficlaries served
by community health centers.

(2) The partial purpose of at least 5 of the
demonstration projects is—

(A) to assess the impact on quality of care
and reduction in other health care service
expenditures of reimbursing pharmacists
separately for providing ongoing drug utili-
zation management (including medication
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regimen review) to insure that prescriptions
are appropriate, medically necessary, and
unlikely to result in adverse medical results;

(B) to reimburse pharmacists (or other per-
sons authorized to dispense drugs under
State law) under such projects based on mar-
ketplace pricing; and

(C) to use an electronie, on-line claims cap-
ture and adjudication component in such
projects to process medicare prescription
drug claims.

(¢) PROJECT REQUIREMENTS.—(1) A project
conducted under this section shall provide
for coverage of all drugs and biologicals ap-
proved by the Federal Food and Drug Admin-
istration and all medically accepted indica-
tions of these drugs as indicated in the 3 na-
tional compendia of drug use standards: the
USP-DI, AHFS-DI, and AMA-DE.

(2) In each geographic area in which a
project is conducted, a Drug Use Review
Board (hereinafter referred to as the “DUR
Board'') shall be established which shall con-
sist of a sufficient number of actively prac-
ticing physicians and pharmacists from the
geographic area who shall possess knowledge
in pharmacology and therapeutics, espe-
cially as it relates to drug use with respect
to the elderly. In lieu of establishing a DUR
Board in the area, functions of the DUR
Board may be performed by the State medic-
aid DUR Board established under section
1827(g) of the Social Security Act.

(3) The DUR Board established under this
section shall be responsible for recommend-
ing the design and development of the medi-
care prescription drug benefit within the ge-
ographic area. It shall establish a program of
prospective and retrospective drug use re-
view for medicare beneficiaries entitled to
drug benefits under the project. The Board
shall also develop appropriate educational
interventions to ensure that drugs are pre-
scribed and dispensed in accordance with
standards that are described in the 3 na-
tional medical compendia and the peer-re-
viewed medical literature.

(4) In assessing the total costs of the medi-
care prescription drug benefit, the DUR
Board should consider various levels of dis-
counts, rebates (or other appropriate incen-
tives), and inflation containment mecha-
nisms that could be negotiated with, or re-
quired from, pharmaceutical manufacturers
as a condition of participating in the pro-
gram, such as the discounts and rebates pro-
vided to the medicaid program under section
1927 of the Social Security Act.

(d) DURATION OF PROJECTS.—The dem-
onstration projects established under this
section shall be conducted for a period of 5
fiscal years beginning October 1, 1992, except
that the Secretary may terminate a project
before the end of such period if the Secretary
determines that the State conducting the
project is not in substantial compliance with
the terms of the application approved by the
Secretary under this section.

(e) EVALUATION AND REPORT OF SEC-
RETARY,—The Secretary shall fund an inde-
pendent evaluation of the demonstration
projects and shall report to the Congress on
the results of such evaluation no later than
5 years from the date of enactment of this
Act. The report of the Secretary shall review
the impact on cost and quality of care of the
various forms of benefit design and reim-
bursement policies to provide prescription
drugs to medicare beneficiaries and make
recommendations on the applicability of the
demonstration projects to other medicare
beneficiaries.

(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
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equally from the Federal Hospital Insurance
Trust Fund and the Federal Supplemental
Medical Insurance Trust Fund, $200,000,000
for each of fiscal years 1993, 1994, 1995, 1996,
and 1997 to carry out the demonstration
projects established under this section.

SEC. 2295. PRESCRIPTION DRUG POLICY REVIEW

COMMISSION.

(a) ESTABLISHMENT.—Subject to the avail-
ability of appropriations as authorized in
subsection (f), the Director of the Congres-
sional Office of Technology Assessment (in
this section referred to as the ‘‘Director”
and the “Office”, respectively) shall provide
for the appointment of a Prescription Drug
Policy Review Commission (in this section
referred to as the “Commission™), to be com-
posed of individuals with expertise in the
provision and financing of inpatient and out-
patient drugs and biologicals. The provisions
of title 5, United States Code, governing ap-
pointments in the competitive service shall
not apply to the appointment of members of
the Commission.

(b) COMPOSITION.—(1) The Commission shall
consist of 11 individuals. Members of the
Commission shall first be appointed by no
later than October 1, 1992, for a term of 3
years, except that the Director may provide
initially for such shorter terms as will insure
that (on a continuing basis) the terms of no
more than 4 members expire in any one year.

(2) The membership of the Commission
shall include—

(A) recognized experts in the fields of
health care economics and quality assur-
ance, medicine, pharmacology, pharmacy,
and prescription drug reimbursement,

(B) other health care professionals, and

(C) at least one individual who is an advo-
cate of medicare and medicaid recipients.

(c) ANNUAL REPORTS.—The Commission
shall submit to the Congress and the Health
Care Cost Containment Commission an an-
nual report (by not later than January 1 of
each year beginning with 1994) which shall
include information and recommendations
regarding national and international drug
policy issues, such as—

(1) trends and changes in prices for pre-
scription and non-prescription drugs (on the
retail and manufacturer level) in the inpa-
tient and outpatient setting in the United
States;

(2) trends and changes in prices and mecha-
nisms for cost containment for prescription
drugs in other industrialized nations, such as
Canada, Japan, and countries of the Euro-
pean Economic Community, and the applica-
bility of such mechanisms to the United
States;

(3) the scope of coverage, reimbursement,
and financing under Federal health care pro-
grams, Including titles XVIII and XIX of the
Social Security Act, the Department of Vet-
erans Affairs, the Department of Defense,
and Public Health Service clinics;

(4) the availability and affordability of pre-
scription drugs for various population groups
in the United States, and the accessibility
and affordability of public and private insur-
ance programs for prescription drugs for
such population groups;

(6) changes in the level and nature of use of
prescription drugs by recipients of benefits
under titles XVIII and XIX of the Social Se-
curity Act, taking into account the impact
of such changes on aggregate expenditures
under these titles;

(6) suggestions to make prescription drugs
more affordable and cost-effective for third
party insurers, including State-based phar-
maceutical assistance and general assistance
programs;
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(7) evaluation of technologies available for
efficient third party prescription drug pro-
gram administration, such as electronic
claims management and payment tech-
nologies;

(8) methods of providing reimbursement
under Federal health care programs to pro-
viders for drug products and cognitive serv-
ices;

(9) evaluation of the use and efficiency of
all Federal tax credits and subsidies given to
the pharmaceutical industry for various pur-
poses, including the tax credit allowed under
section 936 of the Internal Revenue Code of
1986, and recommendations on developing in-
centive-based tax credits for research and de-
velopment; and

(10) evaluation of the impact on total
health care expenditures in other industri-
alized nations of switching prescription
drugs to non-prescription status, and the
rale of various health professionals in the
distribution of such non-prescription drugs.

(d) SPECIAL REPORTS.—The Commission
shall submit to the Congress and the Health
Care Cost Containment Commission special
reports as requested by the Congress and the
Commission.

(e) ADMINISTRATIVE PROVISIONS.—Section
1845(c)(1) of the Soclal Security Act (42
U.B.C. 1395w-1(c)(1)) shall apply to the Com-
mission in the same manner as such section
applies to the Physician Payment Review
Commission.

(f) AUTHORIZATION OF APPROPRIATIONS.—

(1) IN GENERAL.—There are authorized to be
appropriated equally from the Federal Hos-
pital Insurance Trust Fund and the Federal
Supplemental Medical Insurance Trust
Fund, an amount determined under para-
graph (2) for each fiscal year, to carry out
the purposes of this section.

{2) AMOUNT DETERMINED,—

(A) IN GENERAL.—For purposes of para-
graph (1), the amount determined under this
paragraph is—

(i) for fiscal year 1993, $3,000,000, and

(ii) for each fiscal year beginning after fis-
cal year 1993, the dollar amount for the pre-
vious fiscal year, increased by the cost-of-
living adjustment.

(B) COST-OF-LIVING ADJUSTMENT.—For pur-
poses of subparagraph (A), the cost-of-living
adjustment for any fiscal year is the percent-
age (if any) by which—

(i) the CPI for the previous fiscal year, ex-
ceeds

(i1) The CPI for fiscal year 1992.

(C) Cr1.—For purposes of subparagraph (B),
the CPI for any fiscal year is the average of
the Consumer Price Index for prescription
drugs as of the close of the 12-month period
ending on June 30 of the previous fiscal year.
SEC. 2296. REPORT ON FEDERAL SUBSIDIES AND

INCENTIVES PROVIDED TO THE
PHARMACEUTICAL INDUSTRY.

(a) REPORT.—By not later than July 1, 1993,
the Secretary of Health and Human Services,
acting in consultation with the Secretary of
the Treasury, shall submit a report to the
Committee on Finance of the United States
Senate, the Committee on Energy and Com-
merce and the Committee on Ways and
Means of the United States House of Rep-
resentatives, and the Special Committee on
Aging of the United States Senate, on Fed-
eral subsidies and incentives provided to the
pharmaceutical industry. Such report shall
include—

(1) a determination of the total cost over
the 5 immediately preceding fiscal years to
Federal taxpayers of all Federal subsidies
provided to the pharmaceutical industry (in-
cluding tax incentives, subsidies, grants, and
any other financial support);
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(2) a description of—

(A) the purposes for which such Federal
subsidies are used by the pharmaceutical in-
dustry;

(B) the Federal role in researching and de-
veloping patented pharmaceutical products
and the extent to which the Federal Govern-
ment should co-license certain drugs and
biologicals;

(C) the extent to which pharmaceutical in-
dustry marketing research costs are incor-
porated into allowable Federal tax credits;

(D) comparable financial incentives, sub-
sidies, and tax credits provided to the phar-
maceutical industry by other industrialized
nations and the use of such incentives, sub-
sidies, and credits by such industry;

(E) the relationship between the total Fed-
eral financial support provided to the phar-
maceutical industry by the United States
and other industrialized nations and the
prices paid by the citizens of such respective
nations for prescription drugs; and

(F) the extent to which tax credits pro-
vided by the Federal Government subsidize
total worldwide pharmaceutical industry re-
search and development; and

(3) recommendations on how. Federal tax
credits to pharmaceutical manufacturers
and marketing exclusivity for drug products
may be related to—

(A) an individual manufacturer's pricing
behavior in the marketplace; and

(B) the relative therapeutic value of new
pharmaceutical products researched, devel-
oped, and marketed in the United States.
SEC. 2297. MANUFACTURER INTERNATIONAL

DRUG PRICE REPORTING REQUIRE-
MENTS.

Subparagraph (A) of section 1927(b)3) of
the Social Security Act (42 U.S.C. 1396r-
B(b)(3)) is amended—

(1) by striking “and’ at the end of clause
(i),

(2) by striking the period at the end of
clause (ii) and inserting “, and", and

(3) by adding at the end thereof the follow-
ing new clause:

“(iil) not later than 30 days after the end of
each calendar year, the average price that
the manufacturer sold each covered out-
patient drug in such calendar year in the fol-
lowing countries: Canada, Australia, and the
countries of the European Economic Com-
munity."”.

SEC. 2298. USE OF REVENUES.

(a) EXTENSION OF SELF-EMPLOYED HEALTH
INSURANCE DEDUCTION.—Section 162(1)(6), as
amended by section 2201(b), is amended by
striking “December 31, 1994'' and inserting
“May 31, 1995"". :

(b) DEFICIT REDUCTION.—It is the sense of
the Senate that, after the application of the
amendment made by subsection (a), any re-
malning revenues resulting from the amend-
ment made by section 2293(a) shall be applied
to reduce the Federal budget deficit.

Mr. PRYOR. Mr. President, I ask
unanimous consent that the previously
mentioned summary of the changes
made to S. 2000 be printed in the
RECORD at this point.

There being no objection, the sum-
mary was ordered to be printed in the
RECORD, as follows:

SUMMARY OF THE CHANGES MADE TO S. 2000

As my colleagues may be aware, the
amendment that I have sent to the desk is a
modified version of S. 2000. S. 2000 was a good
plece of legislation. However, to further
strengthen the legislation and assure that it
cannot be subjected to a budget point of
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order, I have made the following modifica-
tions:

1. Revenue saved through a reduction in
the Section 936 tax credits due to excessive
drug inflation would be used to extend the 2-
year, 100 percent self-employment health in-
surance tax deduction now In the tax bill—a
high priority for the small business commu-
nity. Any additional revenue saved will be
used to reduce the deficit. (Joint Tax/CBO es-
timates that about $1.1 billion will be saved
over 5 years as a result of the tax credit re-
duction formula in the legislation.)

2. Funding for the Prescription Drug Pay-
ment Review Commission (RxPRC) and for
the Medicare Outpatient Prescription Drug
Demonstration Projects would be author-
ized—not directly appropriated. This avoids
any problem with a budget point of order.

3. References to the study of the applicabil-
ity in the United States of the Canadian
drug price review board have been restruc-
tured so that a broader study of drug cost
containment methods used by various indus-
trialized countries is undertaken. This elimi-
nates specific references to the patent and
compulsory licensing issues that the drug in-
dustry and the Administration claims has
trade implications.

It is absurd to me that simple mention of
a study in this legislation would evoke the
kind of response that it has from the drug in-
dustry and the administration. I wish that
all my proposed studies received as much at-
tention.

Mr. President, the JCT and CBO's savings
estimate for the legislation is good news on
two fronts. The estimate proves that holding
the 936 tax credit over the heads of the drug
manufacturers will serve as a strong incen-
tive for drug manufacturers to keep price in-
creases at the rate of inflation. Therefore,
the legislation accomplishes the dual pur-
pose of extending the 100 percent self-em-
ployer tax credit reduction, and keeping
drug price increase to the rate of inflation.

Although these modifications are signifi-
cant and make this amendment even more
attractive, I have no doubt that the Admin-
istration will continue its active campaign
to oppose this legislation. I can only wish
that the Administration would <consider
using the same energy it is using to oppose
our plan to develop their own proposal to
contain prescription drug costs, Never once
have I heard the President or the Secretary
offer concrete proposals to contain the cost
of prescription drugs, not less even acknowl-
edge it as a problem.

Mr. BRADLEY. Mr. President, I ask
unanimous consent that Ross Russell,
congressional fellow, be afforded the
privileges of the floor for this day and
the remainder of the bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BRADLEY. Mr. President, I rise
in opposition to the amendment that
has just been sent to the desk.

Let me first say to my distinguished
friend from Arkansas, who I do think
raises an important issue, and I think
that it is an important issue that we
will have to deal with in the coming
months and years. I share the Sen-
ator's concern about cost containment
for health care. The cost for health
care is, indeed, out of control and,
frankly, I am in favor of strong meas-
ures to confront the causes and to find
the cure for a health care system that
is in a serious state of price escalation.
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The cost for medical care has been
increasing in double digits for the last
decade—more than twice the general
inflation rate. At the same time, 35
million Americans do not have any
health insurance, largely because they
cannot afford the high price. The in-
creases in cost for health care, includ-
ing prescription drugs, are simply not
sustainable, and we have to take ac-
tion, I believe, to contain them.

We know that elderly citizens, per-
sons suffering from chronic medical
conditions, and individuals threatened
by new diseases are highly dependent
on prescription drugs for cures, relief
from painful symptoms, and hopes for
more radical breakthroughs.

So let me say at the outset that I ap-
preciate Senator PRYOR'S efforts to try
to find solutions to these problems.

However, I believe that we have to
address these issues through com-
prehensive health care reform; reform
that achieves universal access and es-
tablishes effective cost containment
throughout our system of health care.

In the Senate, we are just beginning
the debate about national health insur-
ance. Each of the major reform bills al-
ready introduced contain their own
recommendations for how to achieve
cost containment. Indeed, price con-
trols are included in several of the
major provisions.

Senator PRYOR proposes cost con-
tainment in only one part of that sys-
tem—for prescription drugs. His ap-
proach would have us adopt essentially
the Canadian model for prescription
drugs. The Canadian model is roughly
that you have a price commission that
sets price limits for drugs, and if any
company violates that agreement, they
may lose their patent in Canada for
that particular drug.

This is a method that is clearly going
to have to change in Canada because of
the negotiations that are going on in
the multilateral trade round. But that
is a system toward which this amend-
ment envisions America heading. We
have not had an opportunity to weigh
the advantages or disadvantages of
that kind of system and, indeed, the
debate on health insurance has just
begun.

So to propose a final solution for just
one sector of the health economy that
concludes finally that Canada offers
the answer is, in my view, highly pre-
mature.

We have to recognize that piecemeal
efforts to control the costs for health
care, such as singling out prescription
drugs, simply have not worked. Cost
containment strategies for health care
are not new or unique even in the phar-
maceutical industry. Over the last 20
years, we have made many attempts to
limit cost increases in health care.

One of the lessons we have learned is
that our health care economy is very
large and very flexible and very adapt-
able. You press it here, it pushes out
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there. You control prices here, and
prices go up somewhere else. And we
have seen how fragmented efforts at
cost control have only resulted in fur-
ther cost shifting as suppliers of health
care try to retain income levels and
market shares.

Again, with that background, cost
containment has to be carefully crafted
from a system perspective.

So addressing only the pharma-
ceutical industry without looking at
the broader issue, frankly, could hurt
one segment of the health care indus-
try and do nothing about overall cost
increases.

You might control pharmaceuticals,
but you will not be able to control hos-
pitals or you will not be able to control
doctors. So, prescription drugs I agree
are a highly visible part of the health
care system. And they are highly visi-
ble, in particular, because of the fact
that they are paid for out of pocket, by
and large; they are not picked up by
Medicare, or by many health insurance
programs.

I understand the serious impact the
pharmaceuticals have on those Ameri-
cans in need, and in particular senior
citizens. In fact, out-of-pocket ex-
penses for elderly citizens have doubled
in the last three decades.

But according to a new study by
Families U.8.A., there are three major
reasons for increasing out of pocket
costs in health care, and the three
major reasons do not include pharma-
ceuticals. They are nursing home costs
that are skyrocketing; physicians’
costs that are skyrocketing; and hos-
pital costs that are skyrocketing. This
amendment does nothing to deal with
those increases in costs.

We all know some of the basic fig-
ures. We all have had town meetings in
which someone comes to the town
meeting with a hospital bill where they
have gone into the hospital for 1 day
and they are charged $4,000.

I was in a bookstore not so long ago.
A person behind the counter, a 22-year-
old said: When are you going to do
something about health care? I said:
What do you mean? You are 22. He said:
I went into the hospital for 1 day, and
I got a bill for $4,000. I do not have any
health insurance. I cannot pay for it.

You go into a hospital in America
today and get a coronary bypass. It
costs $49,000—$49,000. You go in and
have a Caesarian section birth and it
costs $7,500. Ironically, one of the stud-
ies that I have read recently shows
that the number of Caesarian sections
obtained by women with incomes above
$30,000 is double the amount of Caesar-
ian sections for women with incomes
under $30,000, which is clearly not a
comment about differing birth canals,
but is a comment about income levels
and inability to control the costs on
the physician and hospital side. This
amendment does nothing to control
costs for physicians or to control costs
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for hospitals or to control costs for
nursing homes.

I think, frankly, these facts empha-
size the need to recognize the overall
system of health care. If we are con-
cerned about out-of-pocket costs, in
my view, you need a broader strategy
than simply dealing with prescription
drugs. If we are to achieve effective
cost containment, how significant are
prescription drugs within our overall
health care costs? Before I get to this
point, where are we going to head with
regard to cost containment for our
health care system?

I would like to see a cost control sys-
tem where all of the players in the
health care system are given a global
budget and are put in a room to begin
to regulate themselves. But clearly,
this amendment is not nearly that
broad, either in process or reach. It
deals only with pharmaceuticals. So let
us look at the cost of pharmaceuticals
as a part of the total cost of health
care, because it is the total cost of
health care that people are outraged
about.

The prices for prescription drugs
have increased along with all these
other costs. But they have decreased
proportionally over the last three dec-
ades. For example, we now spend about
$800 billion on health care. How much
of that is prescription drugs, pharma-
ceuticals? Only about 7 percent of all
we spend on health costs in this coun-
try comes from spending on pharma-
ceuticals.

Is that more or less than, say, 19657
In 1965, 9 percent of all health care
costs came from pharmaceuticals. So
that, in fact, the percent of total
health care costs that are borne by
pharmaceuticals has not increased
since 1965. It has decreased slightly, to,
around 7 percent.

Compare this with what happens in
other countries. Let us take a country
like Germany. Of their total health
care costs, 20 percent is borne by the
cost of prescription drugs—20 percent.
Not 7 percent, as in this country, but 20
percent. Germans pay much more of
the total health care dollar that they
spend on drugs than in the United
States.

Or take Canada, the great example
toward which this amendment heads.
In Canada 12 percent of all health care
costs come from expenditures on phar-
maceuticals. So if this system, toward
which this amendment envisions Amer-
ica heading, is so good, why then is the
cost, as a percent of total health care
in Canada nearly double what those
costs are in the United States, as a per-
cent of total health care costs?

In faet, only Norway and Sweden
have expenditures on pharmaceuticals
as a percentage of total health care
costs, that are anywhere close to ours.

So, Mr. President, what I also believe
is a major concern about Senator PRY-
OR’S amendment is its effect on invest-
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ment, research, and innovation in this
country. Senator PRYOR has singled
out one sector of the health care econ-
omy that is the most heavily research
oriented and funds a significant
amount of all research on health care.

Statistics show that the private
pharmaceutical industry spends about
$9 billion a year on research—$9 billion
a year. That is roughly the same as the
Federal Government spends on the
NIH. So the private pharmaceutical in-
dustry puts as much into research to
find cures, to lengthen American lives,
as does the entire Federal Government
in the NIH.

And although it is not easy to predict
the reactions in the marketplace to
Government intervention, this one is
simple: Price controls, as envisioned in
this amendment, will significantly re-
duce incentives for investment; a re-
duction in investment reduces funds
for research; reduction in research will
lead to fewer innovations, fewer cures,
and fewer hopes for many Americans
who are counting on medical break-
throughs to lengthen their lives.

It costs about $231 million to bring a
drug onto the U.S. market; $§231 million
to bring one drug into the U.S. market.
Is that too much? It seems like a lot of
money to me. If so, do we solve the
problem by capping research spending,
or limit it to the conisumer price index?
Frankly, as we enter an age of new bio-
technology research, when the com-
petitiveness of the United States is at
stake, policies that discourage new re-
search could be devastating.

What about all of this investment in
research? Does every new product that
is researched produce a new drug? The
answer is no. Roughly 1 in 5,000 ever
makes it to market. So that means, in
the research environment, you go down
a track and come to a dead end; go
down another track and come to a dead
end; go down 4,999 tracks and you hit
dead ends until you make a break-
through that produces a drug that im-
proves people's lives.

In all this debate about research, I do
not think there is proper focus about
how research-sensitive this industry is.
One company in this industry, for ex-
ample, developed a way to essentially
cure ulcers. It was a big seller; it was
protected by a patent. But they put bil-
lions into research to try to find the
next generation of drugs. When their
patent expired, they were unable to do
it. The company was so significantly
dependent upon that drug that when
the patent expired, they had to merge
with another company.

The fact of the matter is that re-
search is directly related in the most
fundamental way to the health of every
pharmaceutical company. More than
one pharmaceutical executive has con-
veyed to the Congress that they will
cut anything before they will cut re-
search.

And that is because each one of them
knows that in a certain time period,
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the drug that they invested billions of
dollars of research into, that is then
made available to the public, will have
its patent expire. And, when its patent
expires, they will have to have another
one to replace it and they will not have
another one to replace it unless they
have made major investments in re-
search.

Mr. President, the National Science
Board just released a new study that
points out that, for the first time since
the 1970's, American spending on re-
search has begun to fall. Private and
federally sponsored research have both
begun to decline. The New York Times
stated, ‘‘analysts, already edgy about
America’s status in the global context
for economic advantage, expressed
worry about the research, decline.”
“American spending is falling,” they
said, “‘as similar investments by Japan
and Germany are rising.” Dr. Frank
Press, President of the National Acad-
emy of Sciences, said, We especially
need to ask why our industrial re-
search is down when for other coun-
tries it is going up. That is a matter of
real concern,

The measures in this amendment will
lead to a further decline in research for
U.S. industry. And it is not just re-
search alone, but it is research and de-
velopment. For example, the U.S. phar-
maceutical industry leads the world in
the innovation of new drugs over the
last three decades. It is no coincidence
that the 4 countries responsible for 70
percent of the significant pharma-
ceutical innovations over the last 30
vears have really come from market
economies. The United States alone ac-
counts for more than half of the total.

Now, one statistic that I think we all
ought to have pause on is an increas-
ingly competitive international envi-
ronment, where patents determine who
is going to have economic advantage.
Half of all U.S. patents are now being
issued to Japanese companies—half of
U.S. patents to Japanese companies—
while American firms own 80 percent of
the biotechnology patents today. So,
we have a major advantage here. We
have a major advantage. And, of
course, the country toward which this
amendment pushes us, Canada, has had
one, mayhe two, major drug discoveries
in the last two decades.

Certainly, lower prices will help con-
sumers to be able to afford prescription
drugs. But the question is, what are
they going to be able to buy? If you ask
those whose lives have been saved due
to innovations in the pharmaceutical
industry, price controls may not be
proconsumer. Today, more than 300
new drugs are being developed for 45
diseases related to aging. More than 110
drugs and vaccines are being developed
for children. Many of them target can-
cer, Alzheimer's disease, high blood
pressure, and stroke.

The distinguished Senator from Ar-
kansas has a long list of groups that
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support his amendment. He does not
have groups like American Cancer,
Heart, or mental health groups because
they are the groups that realize what a
breakthrough in pharmaceutical re-
search means to their members. Pre-
scription drugs may also offer the most
cost-effective treatment that can re-
duce health care expenditures.

In 1976, the year before a major new
drug was introduced to treat ulcers—
just one example—there were 155,000
surgeries for bleeding ulcers. The
breakthrough came. The drug was in-
troduced, and 10 years later there were
only 20,000 surgeries, a reduction of 90
percent, which means that maybe the
best way to save costs is to have major
breakthroughs in drugs so you keep
people out of hospitals and away from
the doctors, whose prices are going up
much higher than pharmaceuticals.

In fact, the New England Journal of
Medicine recently reported that “‘lim-
iting reimbursement for effective drugs
puts frail, low-income elderly patients
at increased risk of institutionaliza-
tion in nursing homes and may in-
crease Medicaid costs.”

Finally, Mr. President, it is ironic
that we are here on the floor of the
Senate debating the merits of the
changes in our tax structure that are
designed to stimulate our economy and
help restore competitiveness to U.S. in-
dustries in the world market, and this
is an amendment that deals with the
pharmaceutical industry, and the phar-
maceutical industry has added 50,000
new jobs across America since 1980.
Pharmaceuticals require investment in
manufacturing, which provides a
stronger score for economic productiv-
ity. And the pharmaceutical industry
has a trade surplus, a trade surplus
even with Japan.

Mr. President, there is no question
that what this amendment would do—
it would endanger that trade surplus,
would endanger the jobs that have been
created over the last decade across this
country, would make it more difficult
to get the breakthroughs that could re-
duce overall health care costs. So, Mr.
President, I hope we will not accept
this amendment.

We do need action to address the
complex causes of escalating price in-
creases. However, it does not make
sense to adopt a resolution for one seg-
ment of the health care industry before
we have begun even debating and care-
fully considering advantages of each of
the strategies that have been intro-
duced in this Congress.

S0, Mr. President, I urge opposition
to this amendment.

I yield to the distinguished Senator
from Utah.

The PRESIDING OFFICER. Does the
Senator yield the floor?

Mr. BRADLEY. I yield the floor.

The PRESIDING OFFICER. Several
Senators addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Oregon.
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Mr. PACKWOOD. Mr. President, I
think we have more or less worked out
a gentlemen's agreement that Senator
COHEN is going to go next. I think that
was all right with the Senator from
New Jersey, and then I believe he was
going after that.

Mr. LAUTENBERG. Mr. President, I
had deferred to the Senator from New
York. So if there is an order develop-
ing, do we have to get a unanimous-
consent agreement to parcel out time
on the floor? I think so.

Mr. PACKWOOD. Yes; if you are
going to parcel it out—and we have not
gotten to that stage yet—Senator
COHEN has been waiting for about an
hour, and I think we had a gentlemen’s
agreement on that.

Mr. LAUTENBERG. I have no prob-
lem with that, with Senator COHEN
going ahead, and I have deferred some
time to Senator MOYNIHAN from New
York. But I do not want to wind up 3
hours later.

So if we are going to structure time,
1 would say structure it. I have no
problem if you consider dealing with
the four speakers standing on the floor
here on something like that.

Mr. BENTSEN. I say to the Senator
from New Jersey that we had not set
out an order, as the two managers, we
have not done so, but if that would be
of help to you—

The PRESIDING OFFICER. Would
the chairman of the committee use the
microphone?

Mr. BENTSEN. Yes; I say, as man-
ager and comanager of the bill, we had
not set out an order, but if we can get
a mutual agreement, we would be de-
lighted to do it to try to assist you in
that regard.

Mr. HATCH. I have been waiting here
from the beginning of the debate, and I
would be happy to defer to my col-
leagues from the other side and, of
course, my distinguished friend from
Maine, It was kind of our understand-
ing that we would go next.

Mr. BENTSEN. I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll. The legislative
clerk proceeded to call the roll.

Mr. BENTSEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered. The Senator
from Texas.

Mr. BENTSEN. Mr. President, I ask
unanimous consent that the speakers
be recognized in this order: Senator
COHEN, Senator MOYNIHAN, Senator
LAUTENBERG, Senator PRYOR, and Sen-
ator HATCH with no time allocation.

The PRESIDING OFFICER. Without
objection, it is so ordered. The Senator
from Maine is recognized.

Mr. COHEN. Mr. President, I am
pleased to join my colleague, Senator
PRYOR, in introducing this amendment.
I would like to just offer a couple of
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comments concerning the statement
offered by my colleague from New Jer-
sey, Senator BRADLEY.

Senator BRADLEY indicated that this
amendment should be part of a com-
prehensive health reform proposal.
Under ordinary circumstances 1 would
say that indeed is the case.

But the implication from his state-
ment was, however, that there should
be no effort to control the costs of the
pharmaceuticals. He claimed that this
amendment somehow sets up a price
review panel, like Canada's, under
which the drug companies would lose
their patents and licenses if they ex-
ceed price controls. That is completely
erroneous.

The amendment has no reference to
any Canadian-like board. In fact the
commission set up by the amendment
has no power to set prices. Instead, it
is designed to look at ways in which we
could begin to address the prescription
drug costs. It looks at drug companies’
subsidies and reviews whether these
subsidies are appropriate. That is a
long way away from setting up a price
review panel like Canada’s.

Second, I point out that this measure
is not totally irrelevant to the bill
under consideration. I notice from the
proposal that has been set forth by the
Finance Committee that there are pro-
posals to make health care insurance
more accessible to small employers.
Obviously the Finance Committee is
concerned about the cost of health care
and how we can review the current
structure. So what we have here is an
opportunity to at least address our at-
tention to one facet of the health care
industry which appears to be exceeding
the ability of its constituents to pay
for it.

A trip to the pharmacy for a drug
prescription has become a journey into
a chamber of financial horrors for
many Americans—Over the last decade
the inflation rate of prescription drug
prices has increased over three times
the general inflation rate, and it is rap-
idly outpacing the ability of the aver-
age person to pay for his or her medica-
tion. Families with no insurance; or
those who have no prescription drug
coverage, are dreading a trip to the
doctor for fear that he or she is going
to prescribe a medication for which
they cannot pay.

These high drug prices are especially
devastating to senior citizens. They
make up only 12 percent of our popu-
lation, but they use about 34 percent of
all the prescription drugs. In addition
to being major consumers of prescrip-
tion drugs, most elderly do not have
prescription drug coverage and Medi-
care does not cover outpatient pre-
scription drug costs.

In fact, according to surveys by the
American Association of Retired Per-
sons, prescription drugs are the single
largest out-of-pocket medical expense
for three out of four elderly. And one in
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seven older Americans have failed to
take their medicine because it is sim-
ply too expensive.

I do not know what the reaction to
these high drug prices has been from
people in other States, but I want to
give just an example of the kinds of
letters I have received from my own
State of Maine.

Mr. PRYOR. Mr. President, if the
Senator from Maine will suspend mo-
mentarily, there are entirely too many
conversations and we cannot hear the
Senator from Maine on this side.

The PRESIDING OFFICER. The Sen-
ate will be in order. Those conducting
conversations will please retire from
the Chamber.

The Senator from Maine.

Mr. COHEN. One gentleman from
central Maine wrote me that he was
spending $160 a month for medication
for arthritis. He stopped taking it be-
cause he “‘could tolerate the discomfort
better than the expense.”

Another woman wrote to say the
eyedrops she takes for glaucoma in-
creased by $3 per bottle in 3 months.
Her heart medication had also risen
from $44 to $71 within the last 3 years,
an increase of over 60 percent. She
wrote:

I know people who are trying to either cut
down or do without important medications,
and this means that sooner or later they will
end up in the hospital, * * * or on welfare.

I had a 72-year-old gentleman from
southern Maine who wrote saying he
had to take a job working part time to
pay for his monthly prescription bill,
which runs about $150 a month.

Another woman from Portland said,
“It seems I just endorse my Social Se-
curity check to the drugstore.”

I have more examples. A couple from
Caribou wrote:

My husband and I spend $150 a month on
prescriptions. We worked all our lives and
now we either eat or go without medicine, or
take the prescription drugs and go without
good nourishment. It just does not seem fair.

A senior citizen from Windham
wrote:

We spent $317 a month on prescriptions
* % * Please help. It isn’t right to have to
decide whether 1 enjoy good health, or do 1
eat, or do I stay warm?

Whether senior citizens can stay
warm is another debate altogether. Of
course with the reduction on the part
of the administration in LIHEAP, the
Low-Income Heating Energy Assist-
ance Program—people not only have to
choose between medicine and food, but
medicine, food, and heat in my State of
Maine. This, however, is an issue that I
will raise another day.

A senior citizen from Biddeford
wrote:

I cannot afford to spend the kind of money
on drugs that my prescriptions cost, so I
only take medicine when I really have to, as
a last resort. Prices go up every time I go for
a refill.

I have literally hundreds of letters
that are similar. And it is not only the
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elderly who are hurt by high drug
prices. A 14-year-old boy from southern
Maine had a kidney transplant. His
drugs were paid for by Medicare for 1
year. Now his family has to pay $1,200
a month out-of-pocket for his drugs.
This financial burden will continue for
the rest of this young man’s life.

Mr. President, the examples of indi-
viduals who are being financially dev-
astated by the costs of their medica-
tions can go on ad infinitum. The Con-
gressional Budget Office has docu-
mented that these anecdotes are sup-
ported by their findings, which show
that 60 percent of the elderly in this
country face potentially catastrophic
out-of-pocket prescription drug ex-
penses either because they have no
Medigap coverage or because their sup-
plemental coverage does not include
prescription drugs.

The easy answer offered by those who
are in opposition to this measure is
easy: ‘‘Get insurance.” But there is a
big catch-22 here. The insurance com-
panies are not going to insure individ-
uals if they have to incur the high cost
of the drugs. So, the other answer is:
‘*Just have the Government pay for it?
Let us have a comprehensive overhaul
of our system. Perhaps Medicare or the
Federal Government should take over
the payment for prescription drugs and
allow the drug companies to maintain
the same high level of profit they are
currently enjoying.”

We have come to the situation where
we have good news and bad news for
the consumer. The good news is that
we have developed medications that
will save your life, or ease the pain
which you are currently experiencing.
The bad news is, however, you cannot
pay for it and you cannot have it. Or,
if you can pay for it, you will have to
go without food or without heating as-
sistance or air cooling assistance.

I do not think we should live in a so-
ciety which puts that choice to those
who are most vulnerable in our coun-
try. While seniors and their families
are scrimping to pay for their medica-
tions, the profits of the drug companies
continue to soar far above that of other
industries.

We are told it is just the free enter-
prise system at work.

Not quite. The tremendous price in-
creases and unparalleled profits of the
drug companies come with a little help
from John Q. Citizen through section
936 in the Tax Code. The American pub-
lic provides $2 billion annually in the
form of nonresearch and development
tax credits to the pharmaceutical in-
dustry. It provides tax credits for busi-
nesses which earn income in Puerto
Rico. This is a tax subsidy in addition
to the hundreds of millions of dollars of
tax credits the drug industry currently
receives for researching and developing
new pharmaceutical products.

So the amendment that the Senator
from Arkansas, myself and others are
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offering provides an incentive for the
drug companies to lower their prices
that are devastating the financial abil-
ity and stability of many Americans.

Under the amendment, drug compa-
nies would lose a portion of their sec-
tion 936 tax credits if they increase
their prices beyond the general infla-
tion rate. This proposal does not fix
prices as the opponents claim. It is de-
signed to discourage price gouging, as
some companies practice, and it does
not touch one dime of the research and
development tax benefits the compa-
nies currently enjoy. It simply reduces
the excess tax bonuses, that the indus-
try currently enjoys by the amount
that their prices exceed the rate of in-
flation.

It has already been articulated to
what end we would put the tax dollars
saved. Specifically, they would be used
for deficit reduction and to increase
the deduction that a self-employed per-
son can now claim for their health care
premium costs.

Mr. President, the pharmaceutical
industry has a choice in how they set
their prices, and the Federal Govern-
ment should have a choice in where it
is spending its tax dollars. I think we
have seen too many companies stuff
their tax subsidies in one pocket and
hit the consumer with escalating prices
in the other. In 1990, the total of all
U.S. health care expenditures for phar-
maceuticals reached $67 billion. As the
Senator for Tennessee pointed out,
without any form of cost containment,
this figure is projected to reach over
$145 billion by the year 2000.

Several weeks ago, we had a measure
on the floor offered by the Senator
from New York [Mr. D'AMATO]. He
complained about credit card compa-
nies charging as much as 20 or 21 per-
cent. What we are talking about in our
present political contest is going back
to old time values. I remember it was
not too many years ago when we used
to think of 21 percent interest rates as
being in the field of usury; those were
usurious rates back in the good old
days. Today they are accepted as being
quite common. Nonetheless, this body
spoke out overwhelmingly saying that
was outrageous; that interest rate
charges on credit card statements were
exceeding that level.

Mr. President, the people of our
country should not be forced to give up
food to buy prescription drugs or give
up medication and endure pain, the
pain of a crippling disease in order to
pay for other necessities.

I know the chairman of the Senate
Finance Committee indicated we
should have a ‘“‘no amendments’” pol-
icy, but this bill in fact attempts to ad-
dress one very critical facet of the
health care crisis. I think we would be
doing a great disservice by failing to
adopt this measure, which will help at
least to slow the dramatic escalation of
prescription drug costs on this coun-
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try. So I urge my colleagues to support
the amendment.

I yield the floor, Mr. President.

The PRESIDING OFFICER. Under
the previous order, the next speaker
will be the Senator from New York
[Mr. MOYNIHAN].

Mr. BENTSEN. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BRADLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BRADLEY. Mr. President, until
Senator MOYNIHAN arrives, I would like
to speak. He has just arrived, so I will
yield the floor.

The PRESIDING OFFICER. Under
the previous order, the senior Senator
from New York is recognized.

Mr. MOYNIHAN. Mr. President, I rise
to state that I will not vote for the
amendment before us but to state a dif-
ferent set of conecerns which, it seems
to me, the Congress and the Senate, in
particular, will want to weigh as we
make this decision. And that is the de-
gree to which we are in the context of
a debate on drug pricing, preempting a
matter which is guite central to the
question of the status of Puerto Rico in
the American scheme of things. I refer
to section 936 of the Internal Revenue
Code—the so-called Possessions Tax
Credit. I believe that any changes we
make to section 936 should be made in
the context of, and clearly mindful of,
the status relationship between Puerto
Rico and the United States. Section 936
goes to the core of that relationship,
and I am dismayed that we only see fit
to change if for extraneous reasons. ,

The people of Puerto Rico are Amer-
ican citizens and have been since 1917.
Since the administration of President
Truman, the United States has taken
the very specific, explicit position that
the people of Puerto Rico are free to
choose what status they would wish to
have. They are free to become an inde-
pendent nation; they are free to remain
a Commonwealth; and they are free to
choose statehood—three different op-
tions—matters which are important
obviously to them and to us as fellow
Americans, but with which we are
bound before the world by the terms of
the United Nations Charter and the
provisions on decolonization that are
part of the United Nations system, a
system which we created, a charter
which was drafted 2 miles from here at
Dumbarton Oaks.

The fact is that the island, Puerto
Rico, the present Commonwealth, was
a spoil of war between the empire of
Spain and the United States, that
splendid little war, as one of our
statesman at the time called it. The
issue was Cuba. There was an
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instigation on both sides. More agita-
tion, perhaps, on the other side of the
United States than was necessary.

We became hugely agitated about the
explosion and sinking of the battleship
Maine in Havana harbor and persuaded
ourselves it had been Spanish sabotage.
Those of us who have some naval expe-
rience I am sure are aware that not
long ago in the journal of the Naval
War College, Admiral Rickover pub-
lished the results of a more recent
study and found that the Navy inquiry
at the time was seriously wrong; that
almost certainly the Maine blew up be-
cause of a spontaneous combustion in
its coal bunkers. This was happening to
ships around the world as they turned
to steam and carried coal, and the
chemistry of coal dust was not yet un-
derstood, but certainly the original
Navy inquiry did not advance that un-
derstanding.

The presumption was that the Span-
ish did it and we went to war. In the
aftermath, we obtained two colonies:
the Philippines and Puerto Rico. They
were spoils of war, let us be clear, and
they raised a lot of doubt among some
Americans from Mark Twain over to
William Graham Sumner of Yale who
did not like one bit our seizing of other
countries. Graham wrote a wonderful
book called “The Conquest of the Unit-
ed States by Spain,” and he said by ac-
quiring colonies and becoming an im-
perial Nation, we became more like
Spain. We opposed Spain, but in oppos-
ing them acted more like they would
have done.

I really do think the conquest of the
United States by Spain is something
we should keep in mind because almost
a century now has gone by. In 6 years’
time, it will be the centennial of our
acquisition of Puerto Rico, and we
have yet to resolve what we will do
with it, even though since President
Truman we have declared our bona
fides and genuinely so.

There is no doubt in any American
President’s mind on this. I had the
privilege of representing the United
States at the United Nations in the ad-
ministration of President Ford who felt
as strongly about this as anything,
that honorable and straightforward
man. The question is how to bring ef-
fective self-determination about, how
to bring it about, and in doing so, we
are going to have to deal with this
question of section 936 of the Internal
Revenue Code which provides the tax
subsidy that is the subject of the
amendment now before us.

Mr. President, it is useful to keep in
mind that the Possessions Tax Credit
was adopted in the 1920°’s with the Phil-
ippines in mind, the Philippines named
for King Philip. It was to get American
industry to invest in the Philippines,
the other prize of the Spanish Amer-
ican War—indeed, the larger, even
more remote than Puerto Rico. But we
soon gave the Philippines their inde-
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pendence which they wanted. In 1934 we
agreed to give them independence. In
1946, it took place. The impact of this
very strong tax incentive—there is no
equivalent in the Tax Code of which I
am aware—began to operate in Puerto
Rico after World War II.

It has operated with great impact.
Probably a third of the economy of
Puerto Rico derives from the section
936 tax credit subsidy. And the United
States pharmaceutical industry has
been foremost in investing in Puerto
Rico to take advantage of this incen-
tive. But any company that wishes to
invest there gets it. There are elec-
tronic companies. There used to be ap-
parel companies. And there are many
varieties even today.

Section 936 has transformed Puerto
Rico. In the 1940's, the United States-
appointed Governor of Puerto Rico,
Rexford Tugwell, wrote a gripping book
about the island. He called it “The
Stricken Land.” And it was only
through this tax subsidy that the New
Deal made its way there.

These are American citizens. Any law
we pass applies to them, including Se-
lective Service. And you have a very
pronouncedly advancing economy in
Puerto Rico today, much lower levels
of per capita income than for the Unit-
ed States generally but high for the re-
gion and rising, and a very happy
thing.

To cut off section 936 would be to cut
off perhaps a third of that economy,
which would have an obvious impact.
To do so without so much as consulting
the Puerto Rican leadership seems to
show an indifference to the welfare of
the island that will make the resolu-
tion of the status question even more
difficult.

On the other hand, if this were done
as part of a negotiation in which the
people of Puerto Rico opted for state-
hood—well, there are benefits in state-
hood which are not now available to
the Commonwealth and there is an ex-
change and a balancing relationship,
and the destabilization that this meas-
ure would bring about does not occur.

Let me briefly, Mr. President, but
with such passion that I can bring to
the subject tell you that the resolution
of Puerto Rico’s political status is not
an issue going away. This is an issue
we have tried to keep over here at most
in our peripheral vision, but the world
watches and the condition is not re-
solved.

Last August, not a year ago, the
United Nations Special Committee on
Decolonization adopted a resolution
concerning Puerto Rico drafted by
Venezuela, a democratic country, a
neighbor across the Caribbean. And it
is a very powerful statement.

I will take the liberty of reading a
part of it.

It begins:

Recalling the Declaration on the Granting
of Independence to Colonial Countries and
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Peoples contained in General Assembly Res-
olution 1514 of the 15th General Assembly of
14 December 1960 and the resolutions and de-
cisions of the Special Committee concerning
Puerto Rico * * *,

I would note that the United States
abstained on that Resolution 1514 in
1960 mentioned in the current resolu-
tion. The story of our abstention in-
volves a call from Harold MacMillan to
President Eisenhower—I will not re-
count it here, but it was a large event
in 1960 and had consequences later on
as the Soviets took advantage of our
abstention on a matter of self-deter-
mination.

The August 1991 resolution continues:

Having examined the report * * * of the
Special Committee on the implementation of
the resolutions concerning Puerto Rico [and]
having heard statements and testimony rep-
resentative of various viewpoints among the
people of Puerto Rico and their social insti-
tutions, bearing in mind the agreement of
the Puerto Rican political leadership to re-
quest the President of the United States of
America and the United States Congress to
adopt legislation with a view to consulting
the people of Puerto Rico so that they may
express themselves freely, voluntarily,
democratically and without interference in
their political future * * *,

And it goes on to deplore—I read the
full passage:

Deploring the fact that the United States
Congress has not yet adopted the legal
framework for the holding of a referendum
to enable the people of Puerto Rico to deter-
mine their political future through the exer-
cise of their right to self-determination. * *
*

That is a right in article I, section 2
of the United Nations Charter. It goes
on to reaffirm the inalienable right of
the people of Puerto Rico to self-deter-
mination and independence and trusts
the U.S. Congress to adopt as soon as
possible the legal framework to enable
the people of Puerto Rico to exercise
their right to self-determination in ac-
cordance with the principles and prac-
tices of the United Nations.

Now, Mr. President, we have not done
that. The subject has not even come up
in the 102d Congress. It will not go
away.

And yet we are acting in that regard
today. Without any attention to the
status question for Puerto Rico, this
amendment would act in a very narrow
way. And it would very much constrain
our ability to deal with the larger issue
later.

Mr. President, the amendment is not
going to succeed. It will not succeed
because on the side of the aisle it will
be regarded as interfering in the econ-
omy: price fixing, and so forth. On this
side of the aisle, there will be division.
Most of us, I think, will vote for it.

But on neither side of the aisle is the
issue of Puerto Rico being considered
as relevant. I do not want to presume
that; but I want to say I have not heard
it.

That is more important than the
price of timoptic solution, much as I
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am aware of the price of timoptic. This
goes to the fundamentals of citizen-
ship, of the rights of peoples, of self-de-
termination, of solemn pledges made
between peoples, of international law,
the United Nations Charter. This has
to do with the things that matter most
in the world, that mattered most to us
when we created this setting in which
we today debate. We are not tending to
these fundamental issues with enough
sense of urgency; not hurry, but the ur-
gency that is their due. Here they come
up accidentally, inadvertently.

That August 1991 resolution from the
United Nations on Puerto Rico, was
adopted 9 in favor, 1 against—against,
Norway—for which we thank our NATO
friends. But too many countries that
should have been with us were not. The
usual countries that you expect to be
against us were. But there we were,
with Norway the only country that
voted with us, or rather against the
others.

Briefly, Mr. President, what hap-
pened? What led to this? Because I
want you to know, sir—I want the Sen-
ate to know—that leaders of the three
major parties, or the three major par-
ties in Puerto Rico, went to New York,
went to the General Assembly, and in
effect asked for this resolution. The
Puerto Rican political leadership went
to the United Nations to have the U.S.
Congress denounced.

Of course, everything is not always
as it appears; I will get to that. But
these things do not go away in the 20th
century. This is not 1898.

The events of the most recent con-
gressional consideration of the Puerto
Rican status question are fairly simple.
I can sum them up in 5 minutes. In
January 1989, the leaders of the three
parties in Puerto Rico—they are, in
shorthand and in English, the Com-
monwealth Party, the Statehood
Party, and the Independence Party—
sent a joint letter to the Senate major-
ity leader and the House Speaker re-
questing resolution of the status ques-
tion. They wanted to get on the ballot
in Puerto Rico a measure that would
allow the people to say: I vote for the
Commonwealth; I vote for independ-
ence; I vote for statehood. And to in-
sure that the Congress would then give
serious and timely consideration to the
results.

Then, on the 9th of February, in his
first month in office—he would only be
19 days in office—President Bush told
the joint session of the Congress to
pass such legislation. This was his first
joint address, and he said it with great
vigor. He said:

There is another issue that I have decided
to mention here tonight. I've long believed
that the people of Puerto Rico should have
the right to determine their own political fu-
ture. Personally, I strongly favor statehood.
But I urge the Congress to take the nec-
essary steps to allow the people to decide in
a referendum.

Mr. President, I will not go into de-
tail, although I will place a chronology
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in the RECORD. But the Congress moved
toward making the decision President
Bush asked. And then it moved away,
and in the end, it did not act.

There is more than one explanation.
It is simply the fact, sir, that there are
divided views on the island as to
whether they want a referendum, the
division being not unreasonable. Those
who think they might lose it would
rather not have it.

But, sir, that is not our option. We
must make that referendum available.
And people can vote as they please.
They can either stay away, or make
conditions of some kind that if enough
voters do not vote, then it is not a
binding decision, whatever. But we
need to do that because the Congress is
now being identified as the place that
would not act; that is denying this
right to the people of Puerto Rico.

do not think we are, sir. I do not
think we are engaged on the issue.
There are people here who have dif-
ferent views on statehood. Well, we
have always had different views—al-
most always—though, from 13 States
to 50. There is nothing the matter with
that.

But it would be a great mistake, in
my view, to take this, to not deal with
the issue when it ought to be dealt
with in the context of the status of the
people of Puerto Rico. Section 936 is
part of the arrangements we offer for
economic development in possessions
of the United States. It is their due.
They do not have many rights as pos-
sessions, as it were. But we gave it to
them in the 1920's. To take section 936
away now in this context, without con-
sultation or a hearing, is not some-
thing I would want to see my country
do. Nor, I think, would other Senators
want to do so.

The views down in Puerto Rico are
very much divided right now. As I have
told you, they are tentative and their
views on a status referendum are very
vigorously divided. But, sir, section 936
ought to be dealt with in a context
which at least exhibits awareness of
the larger issue of political status.

I would hope, then, that we would
keep that option open for fellow Amer-
ican citizens in Puerto Rico, who would
do well to get their own views in order
and cease, perhaps, going to the United
Nations and blaming the Congress. 1
did not think there were any grounds
for blaming the Congress. There were
too many people from Puerto Rico
who, in back rooms, were saying do not
do what we were then blamed in public
for not doing.

But I leave that aside. I simply hope
that we will not preempt today the full
range of choices that we will want be-
fore us as we deal directly with the sta-
tus issue.

Mr. President, I yield the floor, ask-
ing unanimous consent that I might
place at the end of my statement a
chronology of the events of the 10lst
and 102d Congress on the question of a
status referendum for Puerto Rico.
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There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

CHRONOLOGY OF CONSIDERATION OF PUERTO
RICO STATUS LEGISLATION 101ST AND 102ND
CONGRESS
The following is a chronology of the devel-

opment during the 101st and 102nd Con-

gresses of legislation authorizing a status
referendum in Puerto Rico.

January 17, 1989—Leaders of three parties
send joint letter to Senate Majority Leader
and House Speaker requesting resolution of
status issue.

February 9, 1989—President Bush calls on
Congress to pass legislation authorizing sta-
tus referendum in his first Joint Session ad-
dress. SENATE

April 5, 1989—Energy Chairman Johnston
introduces S. 712, authorizing status referen-
dum and containing detailed self-executing
terms for 3 options.

June 1, 2, 1989—Energy begins hearings on
8. 712

June 16, 17, 19, 1989—Energy holds field
hearings on S. 712 in San Juan, Puerto Rico.

July 7, 1989—Sen. Moynihan requests stud-
ies from CBO and Joint Tax Committee re-
garding status bill issues within jurisdiction
of Finance.

guly 11, 13, 14, 1989—Energy hearings on S.
712,

July 26, 27 and August 1, 2, 1989—Energy
markup of 8. 712.

August 1, 1989—Energy reports S. 712.

September 6, 1989—Energy files report on
S. 2.

September 26, 1980—S. 712 jointly referred
to Finance and Agriculture (subject to dis-
charge if not reported by November 1989).

October 23, 1989—Johnston writes House In-
terior Chairman Udall urging House to hold
hearings on S. 712 before adjournment.

HOUSE

November 6, 1989—Udall replies to John-
ston, rejecting approach of S. 712 and promis-
ing to consider status legislation in 1990.

SENATE

November 9, 1989—Agriculture hearing on
S. 112

November 11, 14, 15, 1989—Finance hearing

on 8. 712,
FIRST SESSION ADJOURNS

HOUSE
March 9, 10, 12, 1990—House Interior Com-
mittee holds 3 days of field hearings in Puer-
to Rico (San Juan, Ponce and Mayaguez).

SENATE
April 26, 1990—Finance holds hearing on S.
n2. HOUSE

May 9, 1990—De Lugo introduces H.R. 4765,
authorizing two-step referendum process,
with less detailed description of status op-
tions.

June 25, 1990—House Insular and Inter-
national Affairs Subcommittee holds field
hearing in East Harlem, New York to con-
sider non-resident voting in referendum.

June 28, 1990—House Insular and Inter-
national Affairs Subcommittee hearing on
H.R. 4765. SENATE

August 1, 1990—Finance marks up and re-
ports amendments to S. 712.
HOUSE
August 3, 1990—H.R. 4765 cleared for full
Committee by Insular Subcommittee.
September 19, 1990—H.R. 4765 reported by
Interior Committee.
September 27, 1990—Hearing on H.R. 4765
by Rules Committee.
SENATE
September 28, 1990—UC given for Finance
report on S. 712 (notwithstanding lack of re-

5057

port from Agriculture); Agriculture dis-
charged from consideration of 8. 7T12.
September 30, 1990—Finance files report on

8, HOUSE

October 2, 1990—Rules reports H.R. 4765.
October 10, 1990—H.R. 4765 debated and
passed in House. SENATE

October 10, 1990—Energy Chairman John-
ston announces insufficient time left to fin-
ish referendum legislation in 101st Congress,
promises expedited consideration in 102d
Congress.

October 12, 1990—H.R. 4765 received in Sen-
ate, placed on calendar.

October 28, 1990—101st Congress adjourns
without taking action on referendum legisla-

tion.
102D CONGRESS

January 4, 1991—House Subcommittee on
Insular and International Affairs de Lugo in-
troduces a referendum authorization bill in
the House (H.R. 316).

January 23, 1991—Senator Johnston intro-
duces new version of “detailed’ status ref-
erendum bill (8. 244).

February 27, 1991—Senate Energy Commit-
t.g)e fails to report out S. 244 on a tie vote (10-
10).

Mr. MOYNIHAN. I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from New Jersey [Mr. LAUTEN-
BERG].

Mr. LAUTENBERG. Thank you, Mr.
President. Mr. President, I rise in oppo-
sition to the amendment by my good
friend, the Senator from Arkansas.
Even though our interests in control-
ling our Nation’s health care costs are
the same, I disagree sharply with the
approach and the conclusion that the
Senator from Arkansas has come up
with in the amendment.

We all know that Americans face a
health care crisis made worse by the
recession. They are worried about los-
ing their jobs and their health insur-
ance. They are burdened by increas-
ingly expensive health care costs, in-
surance ' premiums, and related ex-
penses. Seniors living on fixed budgets
must put more and more of their scarce
dollars into health care. They fear pov-
erty due to a serious illness, and the
time is long past due that this country
undertake comprehensive health care
reform.

The Senator from Arkansas and I
share many of the same concerns. How-
ever, I do not believe that this amend-
ment is an effective, comprehensive, or
long-term approach to controlling
health care costs. This amendment, in
fact, may create expectations that the
cost of health care will soon come
down, which will not happen, because
of the small share of the health care
cost budget that prescription drugs oc-
cupy and the escalating growth of
other segments of the health care field.
Further, it could have significant and
adverse effects on the future discovery
of breakthrough drugs, and the growth
of an industry that has been one of the
bright spots on our economic horizon.
Also, it could do serious damage to the
economy of Puerto Rico.
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Mr. President, this amendment would
reduce an existing tax credit that cur-
rently accrues to manufacturers with
facilities in U.S. territories—prin-
cipally Puerto Rico—and it sets up a
modest demonstration program to pro-
vide coverage for prescription drugs to
Medicare recipients.

Mr. President, it is not clear that
this amendment would do much to hold
down health costs overall. The pending
amendment would assist a very limited
population—those participating in one
of the 15 demonstration programs—
with a narrow slice of their health care
cost. The cost of prescription drugs
represents a 7 percent share of the
total cost of health care. That is down
from 12 percent of the total cost in
1965. I think this is a positive develop-
ment. The overall cost of health care
has grown faster than the cost of pre-
scription drugs and faster than the
CPI, from 1967 to 1990. Health care
costs now account for almost 13 per-
cent of our GNP. During this same pe-
riod, expenditures on prescription
drugs have remained stable, approxi-
mately eight-tenths of 1 percent of
GNP.

The problem is the total cost of
health care, not one element of it. Leg-
islation that contains all health care
costs and provides universal access to
health care is now pending before the
Senate. Cost containment will be effec-
tive if it is done comprehensively. This
amendment takes aim at a very small
piece of the family health care budget,
which could prevent an indepth review
of a permanent solution to an over-
whelming problem.

Mr. President, I agree that senior
citizens face overburdening health care
costs. But these increasing costs en-
compass a wide range of health care
services, including long-term care,
physician services, vision care, dental
care, and medical tests, many of which
are important to the prevention of
more expensive, more radical treat-
ment.

This amendment only seeks to con-
tain one small element of the senior
citizen health care expenditures. Other
uninsured costs, like long-term care,
can bankrupt a senior citizen and their
family.

As we move to reform our health care
system, we need to address all of the
health care costs, and this amendment
does not do it. The Senator from Ar-
kansas paints a picture of the problem,
and the solution that can create false
hopes that perfection in the health
care system is nearby. This amend-
ment could also damage one of our
most important industries, which of-
fers hope to so many who are afflicted
with life-threatening diseases, and is a
growing source of jobs and exports in
an otherwise very bleaky economy.

Mr. President, over the past decades,
America has lost its edge in industry
after industry. Our competitive advan-
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tage is slipping away to our trading
partners and allies. We need to be very
careful that, as we move to reduce
health care costs, we do not stifle the
creative process that has resulted in
world-class drugs, most of which are
lifesaving drugs, and hundreds of thou-
sands of high-wage jobs for our citi-
Zens.

In New Jersey, the pharmaceutical
industry is among the top employers in
our State, employing more than 54,000
workers, and it is expanding at this
time. They are good jobs, and these are
jobs in an industry that also deserves
credit for increasing the longevity and
quality of life for all Americans, an in-
dustry that has tamed disease after
disease feared as killers only 10 years

0.

What I am concerned about, Mr.
President, is that this well-inten-
tioned, but misguided, attempt to ad-
dress the soaring health care costs will
not only fail to address the real needs
of our people, but could permanently
damage our economy.

As recently described in an article in
Fortune magazine, the pharmaceutical
industry is our most competitive in-
dustry internationally.

We all know here that we are in the
throes of a long and intractable reces-
sion. We have seen our growth, high-
technology, high-wage industries erod-
ed over time, displaced by foreign com-
petitors. Our manufacturing and indus-
trial base continues to shrink.

The pharmaceutical industry has a
different profile. Despite the recession,
and fierce international competition,
employment in the pharmaceutical in-
dustry is expanding. Employment has
grown every year since 1980.

Mr. President, the pharmaceutical
industry has not grown through lever-
aged acquisitions, junk bonds, or Wall
Street maneuvers. It has grown be-
cause pharmaceutical companies invest
approximately $8 billion a year in long-
term research and development of new
products.

According to an International Trade
Commission report to the Senate Fi-
nance Committee last September, a
major factor in the industry's strong
position in the world market is its
level of innovation and investment in
R&D, often in conjunction with the Na-
tion’s university scientists. The ITC
found that the U.S. industry was a
leader in innovation during 1975 to 1989,
developing the majority of the globally
successful products introduced during
this time period. The ITC found that
the pharmaceutical industry routinely
allocates approximately 17 percent of
its sales of pharmaceuticals to research
and development—about three times
the level allocated by the remainder of
the chemical and related industry sec-
tor.

These investments take a long time
to pay off, in most cases at least 8
years.
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We have heard a lot of criticism in
this Chamber about the shortsighted-
ness of American management, and I
have had some things to say about this
myself. Criticism focuses on the obses-
sion by some U.S. executives on the
next quarter or the quarter following
that rather than on the long term,
which is essential if we are to retain
any kind of a competitive edge.

The pharmaceutical industry defies
this pattern. It is investing billions of
dollars each year to develop lifesaving
therapies. It is competing successfully
in the international marketplace. The
industry enjoys a trade surplus in
pharmaceuticals worldwide, even with
Japan, one of the few industries that
we have that has such a positive trade
balance.

This amendment is almost punitive
in nature, as though punishing an in-
dustry for its vitality and profitability
is going to reform our health care sys-
tem. In taking the steps that he does,
the Senator from Arkansas could find
himself with very little progress on the
cost containment front, but with a sig-
nificant loss of jobs, reduced inter-
national competitiveness and lack of
products to deal with the health care
problems that we have and that we see
enlarging as our population ages.

This amendment could also put a
halt to the development of lifesaving
therapies, which not only save lives
but save money. Treatment of illness
and disease through pharmaceutical
products is in all cases less expensive
than surgery and certainly is less trau-
matic to the patient involved.

Mr. President, if this amendment is
adopted, it may actually hurt the peo-
ple it is designed to help, our Nation's
senior citizens. This amendment will
discourage ongoing research on over
200 drugs that are designed to help
older Americans and other citizens as
well. For example, the following num-
ber of drugs are currently in the re-
search and development pipeline: The
87 products being developed for heart
disease, high blood pressure, and
strokes. In addition, few of us have
failed to see the terrible results of Alz-
heimer's disease in an aging patient.
There are 69 products being developed
to deal with Alzheimer’s, Parkinson’s,
arteriosclerosis, arthritis, diseases that
accelerate their growth with age.

Breast cancer. We are all so aware of
the tragedy of breast cancer. Our Gov-
ernment has encouraged women to
have frequent mammograms. Unfortu-
nately, all of us again have had some
contact directly or indirectly with the
breast cancer threat. :

Mr. President, I ask unanimous con-
sent that excerpts from a publication
that I have here be printed in the
RECORD,

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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[In Development: New Medicines for Older
Americans]

1991 ANNUAL SURVEY: MORE MEDICINES IN
TESTING FOR CANCER THAN FOR ANY OTHER
DISEASE OF AGING

(Presented by the Pharmaceutical
Manufacturers Association)

More medicines are in development for
cancer than for any other disease of aging,
according to the third annual survey of
“New Medicines in Development for Older
Americans.’’ The survey, conducted by the
Pharmaceutical Manufacturers Association,
found that 126 cancer medicines are in devel-
opment, 34 more than in 1989 and nearly
twice as many as were being tested in 1988.
These 126 medicines are being developed by
56 companies,

Many of these medicines are being tested
for more than one type of cancer, resulting
in 225 separate research projects, each of
which is listed and cross-referenced in this
report. Fifty-three of them are in the final
stages of development. Three of the cancer
medicines listed in PMA's 1989 survey report
have been approved. They are: Ergamisol
(Janssen) for colon cancer, Zofran (Glaxo),
and adjunct to chemotherapy and radiation
therapy, and Zoladex (ICI) for prostate can-

cer.

New biotechnology research techniques
play a significant role in cancer research. At
least 25 of the cancer medicines in develop-
n:ilent involve genetically engineered medi-
cines.
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The 1991 survey report lists medicines in
development for 17 cancers, while the 1989 re-
port covered 9 cancers. New to this survey
are bladder cancer with 5 medicines in devel-
opment, esophageal cancer with 1, liver can-
cer with 3, lymphoma with 8, ovarian cancer
with 12, pancreatic cancer with 2, stomach
cancer with 3, and uterine cancer with 8. The
cancers that take the greatest toll on our so-
clety—lung, breast, and colon cancer—are
the leading targets of research by the phar-
maceutical industry. More details of the sur-
vey results are contained in the table on this
page.

Cancer is second only to cardiovascular
disease as the leading cause of death in older
people. The American Cancer Society esti-
mates that 1.1 million Americans will be di-
agnosed as having cancer in 1991 and 514,000
people—1,400 a day—will die of the disease.
The overall costs for cancer in 1990 were §$104
billion. Further information about the social
and economic impact of cancer is provided in
the section of this report titled “‘Facts about
Cancer.”

The completion and evaluation of clinical
studles for the medicines listed in this sur-
vey report will reveal their therapeutic sig-
nificance. Meanwhile, the research-based
pharmaceutical industry’s increasing efforts
to find therapies and cures for cancer hold
the promise of easing the pain, prolonging

CANCER MEDICINES IN DEVELOPMENT
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the lives, and reducing the health care costs
for Americans who have this disease.
GERALD J. MOSSINGHOFF,
President, Pharmaceutical
Manufacturers Association.

1991 1989 1988
Summary of survey results:
Total cancer medicines in development ... 126 % 65
Total companies developing cancer medi-
cines 56:. 53 u5
Total cancer diseases surveyed' ... 17 9 5
results by development status:
1 8 n 27
4 0 0
12 7 5
80 38 23
13 14 12
2 21 12
Applications at FOA for review 1 6 7
In clinical trials .. o 15 24 1
Survey resulls by dbmg
Acute myek leukemia 1 m
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17 12 10
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18 14 11
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Uterine cancer (cervicaliendometrial) 4 ) 4]
Other 40 3

Total research projects (reflects medicines
in development for more than one use) .. 225 143 97

' Category was not included in survey that year.

Mational Cancer Institute

Warnes-Lambert (Mortis Plains, NI}
National Cancer Institute (Bethesda, MD) ..
Du Pont Merck (Wilmington, DE) Roberts (E:

Mdm Sql.ﬂlﬁ IM‘I’RLM'}

tate, renal, stomach, ulerine]

Company Other indications
ImmunoGen (Cambridge, MA) (See also CML)
Wamer-Lambert (Morris Plains, NJ) (See also bladder, breast, colon, lung, ovarian) ...
National Cancer Inslitute (Bethesda, MD) ... . (See also CML)
Nova Pharmaceutical (Baltimore, MD)
Upjohn (Ka MI) Phase |I
Lescarden (New York, NY) ﬁuil&lhustmhnuwbuullwulnlmnanpanuntxm Phase il

Warner-Lambert (Morris Plains, NJ)
Institute (Bethesda,

Adria (Columbus, OH)
U.S. Bioscience

5. (W. Conshohocken, PA) py and radiation therapy p agent to reduce toxicity (See
also colon, lung, skin).
CIBA-GEIGY (Summit, NJ) Do.
Eli Lilly (Indianapolis, IN) (See also colon, lung, prostate) In clinical trials.
SmithKline Beechman (Ph phia, PA) Adjunct to dlomdhuau (See also colon, lung, prostate) .. Phase |
i hocken, PA) (See aiso lung) Phase II.
Immunomedics (Warren, NJ) (See also colon. lung, ovarian, stomach) Applicati
Bristol-Myers Squibb (New York, NY) (See also colon, lung, prostate) Phase |
The Liposome Company {Princeton, NJ) I
Eli um (Indianapols. IN) (See also colon, lung, prostate) In clinical trials
Marion Merrell Dow (Kansas City, MO0) Da.
MOL 73,147€F .. Ilaunu Merrell Dow (Kansas City, MO) Da.
MuMAD4DS HER-2 antibody ? Genetech (5. San F CA) (See also ovarian) Phase |,
Mavelbine* vinorelbine Burroughs Wellcome (Rsch. Triangle Park, NC) .coooooovoviciiconccniccciicc. (S22 250 lung) Phase I
M =1 mito Lederle (Wayne, {See also lung, prostate) Phase VL
N—ﬂmﬂlmm-l.-nwic amd (PALA) ... US. Bioscience (W. C ken, PA) (See also colon, lun : % Phase .
Pancarcinoma Re-186 MAD? oo Neafx (Sealtle, WA) (See also colon, lung, ovarian, p prostate) Phase |.
P Bristol-Myers Squibb (New York, NY) (See also, colon, lung, prostate) Phase |11l
gletimid U.S. Bioscience (W. Conshohocken, PA) (See also prostate) Phase Il
i : ide acetate Sandoz (East Hanover, NI) Phase 1.
Sulolenur ENi Lilly (Indi s, IN) (See also colon, lung, prostate) In clinical trials
a0l Bristol-Myers Squibb (New York, NY) (See alsa lung, ovarian ulenm} ase Il
Thiad National Cancer Institute (Bethesda, MD) (See also colon, lung, ly uterine) Do,
Adria (Columbus, OH)
Chronic ic leukemia (CLL):
Oncolysin B anti-bd-blocked ricin . idge, MA) (See also lymphoma)
i i IDEC P ticals (Mountain View, CA) _—
Kabi Ph (P y, NI) .0 H4
(Cambridge, MA) (See also AML) ..
National Cancer Institute (Beth MD) -
Schering-Plough (Madison, NI) (See also renal, skin) ..o
(See also olther) ..................

MNational Cancer Inst

1 o

Berlex (Wayne, NJ)
Bristol-Myers Sqnlbb (New York, NY)

MD}

(New 'I'odL L]

liver)
{See also bladder, breast, esophageal, liver, lung, ovarian, pancreatic, prns Phase (il
tate, renal, stomach. uterine).
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.- CIBA-GEIGY (Summit, NJ) (See also skin) Phase II.
. (See also ung) : Phase Il
(See also AML, bladder, breast, IURE, OVAHAND ....cccoiwiiiiiionismmiccnsiicis ml‘hm II
also skin) Phase II.
; utering) Do,
US. Bioscience (W. Conshehocken, PA) herapy and radiation therapy protective agent to reduce toxicity (see  Phase Iil
\ also breast, lung, skin).
Gallium nitrate ! .. National Cancer Institule (Bethesda, MD) .......c....comrtisinisimmsissisminisine (See also bladder, uterine) Phase Il.
Gemeitabine . Eli Lilly (Indianapolis, IN) . (See also breast, lung, prostate) In clinical trials.
Genetics Institute Kilmh“m. MA} Phase .
. SmithKline Beecham (Ph phia, PA) Adjunct to chemotherapy (see also breast, lung, prostate) ... ... Phase lIL
CEA ! h dics. (Warren, 1) {See also breast, lung, ovarian, h Application submitted.
Intron A®?Z (interferon alfa-2b) with 5-  Schering-Plough (Madison, NI} ... i cmina e missimioas Phase W1,
v Bristol-Myers {New York, NY) (See also breast, lung, prostate) Phase |
| Y e e al , prostate) se
Lenti-Chiemico (Teanick, NJ) (See also h Phase |
Lederle L] Rpplication submitted
(See also breast, lung, prostate) hohhmllrhh
{See also breast, lung) Phase Il
(See also ovarian) Phase I,
oScint® CR103 celocolab ..., mﬂm submitted
OncoScint® CR372 CYT-372-In-111 1.
rcinoma Re-186 MAb 2 (See also breast, lung, ovarian, pancreatic, Prostate) ... e Do.
P P ety
cal in a , prostate) X
Proleukin? aldesleukin (int (See also renal, skin) Phase II.
Roferon™-Al/2 (interferon aifa-2a) oot}
flugrouracil (5-FU). g
Sulof EII!_JR"“ lis, IN) (See also breast, lung, prostate) In clinical trials,
Thindaga el E”u'm.‘"“‘ Buwh mmmm' " D) (See also breast, lung, lymphoma, uterine) Phase i
Thiadiazoh j 0 T, VT Y NSl east, i L NP T b
AomaZyme® 791 7 Yom (Beely, TR .......oies At 5 Phase II.
Esophageal cancer:
Catrix® ! Lescarden (New York, NY) {See also bladder, breast, colon, liver, lung, ovarian, pancreatic, prostate, Phase [Il.
renal, stomach, uterine).
Liver cancer:
National Cancer Instilute (Bethesda, MD) (See also colon) Phase Il.
Catrix® ! L den (New York, NY) (See slso bladder, breast, colon, esophageal, lunig, ovarian, pancreatic, Phase |
prostate, renal, stomach, ).
R AN S A Immunomedics (Warren, NJ) (See also other) Phase |.
Lung cancer:
g:l? in? growth hormone i B:
uman
Catrix® ! (See also bladder, Phase ll.
renal,
Do,
Phase II.
Phase 11"
Do,
In clinical trials.
Phase Il
Phase Il.

ication submitted,

Ei il (g

i

g

¢
2]
g
5

bridge, MA) Phase VIl.
Burroughs Wellcome (Rsch. Triangle Park, NC) ... Phase Il
Phase VIVIIL.
Phase Il
ic, prostate) Phase |.
Phase VI
in Phase (Il
Radinyl etani i (See also bladder, prostate, other) See also 1.
Rﬂm’ﬁ A'? (interferon alfa-2a) with Hoffmann-La Roche (Nulley, NI) See also |.
[ 2
o Eli Lilly (indi lis, IN) (See also breast, colon, prostate) In clinical trials
Tanol Bristol-Myers Squibh (New York, NY) (See also breast, ovarian, ulerine) Phase II.
thiadiazols Mational Cancer Institute MD) {See also breast, colon, lymph Do,
Thymasin Alpha | Alpha | Biomedicals (Washington, DC) Da.
1 T ine phsoph MNational Cancer Institute (Bethesda, MD) Do.
¥ s
L L e O o e LA National Cancer Institute (Bethesda, MD) (See also breast, lung, ovarian, prostate, ulering) ... ocrnmie Phase Il
ImmuRAID-LL-2 I dics (Warren, N} (See also other) Phase |.
ImmuRAIT-LL-2 I T el e P AR L = SR o1 do Do,
N =1 Lederle (Wayne, NJ) {See also breast, lung, prostate) Phase VLI
in B anti-bd-blocked ricin ... . ImmunoGen (Cambridge, MA) Non-Hodgkin's lymphoma (see also CLL) Phase |.
sp‘;ﬂ‘i ® prednimustine anti-idiotype anti-  IDEC Pharmaceuticals (Mountain View, CA) ... {See also CLL) Phase Il
Stercyt Kabi Ph ia (P Wy Hodgkin's and non-Hodgkin's lymphoma (See also CLL) ... Phase II.
i National Cancer Institute (Bethesda, MD) ... (See also breast, colon, lung, utering) Do.
Ovarian cancer:
Catrix®*1 Lescarden (New York, NY) (See also bladder, breast, colon, esophageal, liver, lung, pancreatic pros-  Phase Il
late, renal, stomach, uterine).
€973 Warner-Lambert (Morris Plains, NI} ..o (502 2ls0 AML, bladder, breasl, colon, ung) ..o Phase II.
Decapeplyl '™ triporelin pamoate ............. Organon (West Orange, NJj (See also ather) Do.
didmennin B Mational Cancer Institute (Bethesda, MD) ..., (See also breast, lung, lymphoma, prostate, utenine) ... Da.
ImmuRAID-CEA I dics (Warren, NI) (See also breast, colon, lung, st h) Application submitted
MuMAB4DS HER-2 antibody ? Genentech (S. San Francisco, CA) (See also breast) Phase I.
N- L T— National Cancer Institute (Bethesda, MD) (See also skin, uterine) Phase Il
OncoRad * 1037 CYT-103-Y-90 CYTOGEN (Princeton, NJ) (See also colon) Do.
OncoScint = V103 celogovab CYTOGEN (Princeton, Ni} Application submitted.
ovarian RE-186 MAD? . NeoRx (Seattle, WA) Phase .
pancarcinoma Re-186 Mab NeaRx (Seattle, WA) (See also breast, colon, lung, ic, prestate) Do.
e Tasol Bristol-Myers Squibb (New York, NY) (See also breast, lung, utering) Phase LIl
ncreatic cancer:
Catrix ® 1 L den (New York, NY) (See also bladder, breast, colon, esophageal, liver, lung, ovarian, prostate, Phase Il
renal, stomach, uterine).
mnp;mum Re-186 MAb? ...........ccooooiiiinns NeoRx (Seattle, WA} (See also breast, colon, lung, ovarian, prostate} ... Phasel
cancer:
[\ ) ———— |1 T (See also breast, colon, lung) Phase U1l
Casodex IC1-176,334 IC! P ical: ! ; Phase Iil.
(11 L ————————— 1N (L) (See also bladder, breast, colon, esophageal, liver, lung, ovarian, pan- Do,

creatic, renal, stomach, uterine)
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a, ovarian, ulening) ... Phase Il

National Cancer Institute (Bethesda, MD) ..

?
:
i
g
q

Eli Lilly (s (See also calon, In clinical trials
SmithKline Beecham (Philadelphia, PA) Adjunct to chematherapy (See also breast, colon, lung) ... 1.
Bristol-Myers Squibb York, NY) (See also breast, colon, lung) Phase |
Eli liﬂ\r [il'l‘lhmpnlis. 1) .. (See also breast, colon, lung) In clinical trials
(See also breast, lung, lymph Phase VIVl
lll} Phase II.
(See also breast, colon, lung, ovarian, Phase I,
mv«tm (See aiso breast, colon, lung) Phase LI,
Mﬂﬂ- DE) Roberts (E: NI (See also bladder, lung, other) Do,
ken (See also breast) Phase Il
Phase |.
Roberls {Eamm N Phase Iil.
EXi Litly (K iN) (See also breast, colon, lung) In clinical trials.
h (5. San Fi Phase II.
\I‘imm {Hialeah, FL) Do.
Lescarden (New York, NY) (See also bladder, beeast, colon, mﬁlami liver, lung, ovarian, pan- Phase lIl.
Schering-Plough (Madison, 1) (50 s U k) 0o
- ison, al .
ceu:n’ cA Phase 11,
(See also calon, skin) Applicati
Actinic kerab Application submitted.
Mijuvant to melanoma, osteocarcinoma (See also COlON) ...cooooovcirenrocrenes = Do.
(See also calon) Do.
th diation therapy tive agent to reduce toicity (see Do
also breast, colon, lung).
fela Phase IL
] Phase VIl
A0 Da.
{See also CML, renal) Application submitted
opical) Phase Il.
mmphm n onlmy stimulating M Phase Vil
Melacine™ melanoma theraccine | w..tin Phase Il.
methalrexate topical gel Mycosis fungoid Do.
Mitolactol dibromodulctiol Melanoma (see also ulerine) Do.
N-methylformamide ... Mel {see also ovarian, uterine) Do.
Praleukin®* aldesleukin (intesleukin-2) (see also colon, renal) Do.
Retin-A®** tretinoin .. .
Vaceinia virus infected alhgenlc Phase WL
cell fines, hﬂh sublraction.
Nomalyme® it e rn o (RO B e B R s do Phase Il
m.mmm&mwhm‘mmm Phase Il
creatic, prostale, renal, uterine).
{See also breast, colon, lung. ovarian) Application submitted,
(See also colon) Phase |
den (New York, NY) . Cervical, endomelrial (see also bladder, breast, eum esophageal, liver, Phase Ill,
Gallium nitrate !
Mitalactol
N-methylforma Cervical, endometrial (see also mrhn sltill
Tml Cervical (see also breasl, lung, ovaria

| (see also breast, colon, Iung. lymphoma) ...

Dlhu{mplhnthu\mmmtnllwmwmm
s cancers; unless noted, indica-

Ims not yet delesmined):
173082 B hs Wellcome (Rsch Triangle Park, NC) Phase II.
Tuss Burroughs Wellcome (Rsch Triangle Park, NC) Phase |.
Adozefesi Upsohn (Kalamazoo, Mi) Do.
Mendronate sedium .. o Merck (Rahway, NJ) Treatment of high blood calcium in patients with metastatic cancer ........... Phase II.
Alkeran™® melphalan .. B Wellcome (Rsch Triangle Park, NC) Phase Il
Amenalid ceuticals (Whippany, Ni) - Phase Il
(Summit, NI) H Icemia of malig bane Phase Iil.
(See also colon) Do,
Phase |
Da,
Da
Do,
Solid tumors Do,
TE e U el A do Phase |.
Burroughs Wellcome (Rsch Imnala Park, NC) : Phase II.
Ummn West Omm L] (See also ovarian) Do.
Cancer pain Phase Il
Elopuside. nmms«mmmm Phase |
ImmuRAID-AFP dics (Warren, NI) (See also fiver) Do.
ImmuRAID-LL-2 I dics (Warren, NJ) (See also lymph Da.
ImmuRAIT-LL-2 I e PN o e s i do Do.
ImuVert Serratia man:eswu extract (Boulder, Phase Il
Interleukin-1 beta ? Syntex (Palo CA) Hi iesis following cancer ch Da.
Interleukin-37 Im{?ﬁaﬂh WA) Behringwerke AG, (subsidiary of Hoechst AG., Chemotherapy-induced peni Phase WII.
hlertuﬂh-ll? v Sterling Drug (New York, NY) Phase II.
hage colony Genelics Institute (Cambridge, MA) Sandoz (East Hanover, NJ} Schering-  Adjuvant to chemotherapy, bone marmmow transplantation, hematological dis-  Phase Il
stimulating rmff (GM-CSP). Plough (Madison, NJ). orders.
Leukine'™ 2 sargramostin (GM-CSF) ... m«m {%ﬂﬂle. WA) Behringwerke AG. (subsidiary of Hoechs! AG, Chemotheraphy-induced Da.
R SG“W'I
dacrfolin® hage-colony slimulating  Cetus (Emeryville, CA) .. Phase |.
B hs Wellcome (Rsch Triangle Park, NC) Phase I
Ledesle (Wayne, NI} Do.
Lederle (Wayne, NI} Do.
National Cancer Institute t&thewa. MD) .. . Phase |.
Du Pont Merck (Wilmington, DE)} Roberts L1} Ch tizer, adjunct to ch oy, mouth foral cavity) (see also  Phase VI,
bladder, lung, prostate)
Rhone-Poulenc Rorer (Fort Washington, PA) P of emes th Phase I
Rhone-Poulenc Rorer (Fort Washington, PA) ... Adjunct for solid tumor & Phase |.
Syntex (Palo Alto, CA) ... P ion of emesis during chemoth De.
Knoll Pharmaceuticals Mhlgww N Reversal of multi-drug resist to chemoth ic agents Do.
Rhone-Poulenc Rorer (F igton, PA) Solid tumors Do.
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Ti necrosis factor? (INF) ... Knoll Pharmaceuticals (Whippany,
'ummmmum 5 - Pase. VI,
2Derived from genetic

M—mmmummmm
ticular product, mmmwmmam
Glossary: Actinic Keratoses (AK)—Roughness mchnig
usmﬂnhhmhm»\dmm—nm
(FDA). Cwb:ll—kd:mwhmuhmtrmn—
tion of blood or blood cells in the body. Hypercalcemia of
M—kmoimhqm&ihnsmm

drug that aids
Vomiting. £
malignancy-—~An abnorma

of the skin caused by
Mﬁ—n-’llnla ng to

oy a."?u":&" epkiaton sttt Sopcaion
a su
am the lining of the uterys (endometrium). ;emlubgw—i

a skin cancer called

level of calcium in the blood, most commonly caused by secondary (metastasized) bone ca

the blood. Ildmlnwu

elating to following cancer ¢

abtained through industry sources based on the latest information and is current as of May 17, 1991. The information may nal be comprehensive. For more specific information about a par-

Adjunct—An auxiliary treatment that

squamaus cell
mkdnghshﬂﬂhm*hdhhmwlﬂﬂn?wdlmmmw

Ihalw splmund —-&Mhunnhmhh%mm[whnﬁm%ﬂ}m:wwtwmhhcmlmwlmﬁuﬁ.ﬂnul—&w testing and pharmacological profiling in
[In Development: New Medicines for Older  Ultradol (Wyeth-Ayerst) for osteoarthritis 1991 1989 1988
Americans] and Wellbutrin (Burroughs Wellcome) for de- =
(Presented by the Pharmaceutical pression. By, SRV RSN
Manura.ct.{u'ers Association) Among the leading areas of research, ac- Ml'all mwmm development tu debili- ot e o
1991 ANNUAL SURVEY: 116 MEDICINES Targer °0rding  to  the survey results, are
19 DEBILITATING DISEASES osteoporosis, Alzheimer’s disease, arthritis, ebili 6l 48 48
g diabetes and depression. More information Total Mﬂfulml dueasessurvqu 19 10 9
America’s research-based pharmaceutical apoug survey results on these and the other Survey results by development status:
companies are developing 116 medicines for jmportant areas of research Is contained in Phase | 16 12 12
19 debilitating diseases that rob older people the table on this page. Details about the so- e e e M SN 3 -8 !
of their independence, according to the third ¢ja) and economic impact of these diseases gl Wb el B8
annual survey of “New Medicines in Develop- can be found in the section inside titled o A LRI 4
ment for Older Americans.” Among the «pactsabout Other Debilitating Diseases." Applications at FDA for review . EHSE
medicines identified by the Pharmaceutical These diseases exact an enormous burden In clinical trials _ 12 2 1
Ma.nufa.cr.u:rers Association are therapies for on our society in terms of lost independence,  Sumey resulls by disease:
Alzheimer's disease, arthritis, and which leads to high health care costs for in- Rizheimer's di I3 16 15
osteoporosis, all major reasons for admit- stitutional or home care. The medicines in Chronic obstructive pulmanary disease ....... 0 8
tance to nursing homes. development listed in this report hold great by il
The 116 medicines in this survey are being hope for limiting some of that burden. Diabetes, bype : : { "
developed by 61 companies. The 1991 results  Alzheimer's disease, which could affect as - Eip ey 3
show an increase of 40 medicines in develop- many as 5 million people by the year 2000, 1 2 2
ment over the 1989 survey and 47 over the provides a clear example. The disease costs A T Ll D
1988 findings. Medicines for an additional 8 society $88 billion a year, according to the Influenza . 2 S
diseases were added to the survey this year. Alzheimer's Association. More than half of o ilis 9 1l 10
The new disease categories are: chronic ob- all nursing home patients are victims of AD z: :I"; :.‘]'
structive pulmonary disease with 8 medi- or a related disorder. The National Institute 5 5 6
cines in development, impotence with 2, in- on Aging estimates that an Alzheimer’'s B hy . 0
fluenza with 2, Paget's disease of bone with treatment that could keep 10 percent of pa- T L | 15
4, pneumonia with 13, sepsis with 10, sinusitis tients out of nursing homes for one year T g )
with 5, urinary incontinence with 2, and uri- could save nearly $9 billion. n - 5 0] (0]
nary tract infections with 7. Longer, more productive lives and lower Urinary i 2 I:l t:l
Some of the 116 medicines are being devel- health care costs can be achieved with those S et - e .. Mg £
oped for more than one use, resulting in 150 new medicines in development that will one mmm’lrmwummlu 150 95 &l
different research projects. Of these, 81 are in day be available to physicians to prescribe. . 7
the final stages of development. Two of the GERALD J. MOSSINGHOFF, ! Category was not included in survey that year.
medicines listed in development on the 1989 President, Pharmaceutical
survey report have been approved. They are Manufacturers Association.
MEDICINES IN DEVELOPMENT FOR OTHER DEBILITATING DISEASES
Drug Company Other indications U.S. development status
Alzheimer's disease-
Acar acetyl-l-camitine HCL ..............c........  Signma-Tau tGa'thersbtn MD) . Phase lil.
idebenone . TAP P L Phsenl:.
Adjunct to therapy, cognition enhaNCEMENl .................mewesrrrrne i
22 ity Application submitted
S SANSSCRIBRY T U R T Phase |
o P‘ha: :ﬂl
Phase IVl
% o P Phase 1.
Sapton piysislignin Forest | (New York, NY) (See also urinary i Phase Il
Chronic abstructive pulmonary dm (COPD):
Cefdinir . Wamnes-Lambert (Marris Plains, NI (See also pneumonia, sinusitis, urinary tract infections) .. Phase II.
Cefp Upjohn (K II!} Bronchitis (see also pneumonia, sinusitis) .. Application submitted.
Flowin IV ofloxacin h\c:l;g l’: . {Spring House, PA) Ortho Pharmaceutical Corp. (See also pneumonia, sinusitis, urinary tract infections) Do.
il
Etontown, N3 Phase i,
Fujisawa IL) Medeo Re (Los Angeles, CA) . Phase Il
.. Warner-Lambert (Morris Plains, NI} {See also pneumonia, urinary tract infects Appli
- Wames-Lambert (Momis-Plains, NJ) . el Phase |,
- Savage Laboratories (Melville, NY) Applical
{Rsch. Triangle Park, NC)
p smmm Beecham (Philadelphia, PA) mhu!m submitted.
reseliporig o Gl (e, Trangle Ptk 1Y - Prase |-
-a 15! - o
Flmm:n.maleﬂu s Reid-Rowell [Ilantﬁ GA) .. Phase lIl
anlni-lﬁm Squibb (MNew York, NY) . Da.
BI—]NN? A Pharmaceuticals Group Mlmmmn DE) ..... Phase Il
P M'ﬂu Inc. (West Ha Phase fiL
Nefazodone Bristol-Myers Squibb (New York, MY) Do.
ORG 3770 .. Organon Mu! nge, M) Do,
Prothiaden® The Bmls {Lincoinst Do.
Ritanserin . % ica (P ) Phase WL
Sepraseine . i Ly Lilly ( [ in clinical trials.
Tomoxetine %ﬁm N " In clinical trials.
Venlafasing HCL : ! (Philadeioh
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Disbete, oo | - dpendert T I ; i
. I-Iug::“ gnlt ...................................... 'Mlﬂl-m:l (Philadeiphia, PA) (See also type Il diabetes) Phase Il
Janssen Pharmaceutica (Pi s it S do Do.
Janssen Ph stica (P NI Diabetic gast is (sea also type I diabetes, Parkinson's disease) ... Application submitted.
Diabetes, type I ulin-de )
k A w mm” ......... w‘u\i .................. Weth-Averst (Phiadelghia. PA) o md:mmum ) Huanl:l.
Glaqli“ ................................................ Hoechst-Raussel mu 7] liwlln (Kalamazoa, M) Phase IV,
IGF CIBA-GEJGY (Summit, ] (See also Phase Il
IGF-1 Chiron (Emeryville, cn Phase Il
Insuli i Metabolic Biosy (Mountain View, CA) Plizer (New York, NY) i i ; b : Do, \
Motifium™* domperid lanssen P ica (Piscataway, NI) Diabetic gast {see also type | diabetes, Parkinson's disease) ... m:zm submitted.
Pidgliam Upjohn (K M) I,
P ipranolol 0.1% Bausch & Lomb {lampo Al ... Application submitted.
tr'uih' Merck (Rahway, NI) g Phase il
St Trusopt 'Iwul carbonic anhydrase inhibitor  Merck (Rahway, NI g Do,
O Searle (Chicago, IL) (See also hritis, rheumatoid arthritis) Application submitted.
Impotence:
i SUT™ sublingual testosterone ...... Gynex 1] Phase I,
Quinel HCL Eli Lifly {Ind In clinical trials.
7896 E1i Lilly (ndianapolis, ) 0o
Pl R U AR il g, 56 e S il %
; In clinical trals.
Phase M,
Phase |
Phase Il
(See also gout, th toid arthritis) Application submitted
{See also rh toid arthritis) Do.
..... Ao Phase (Il
..... do Da.
Once-a-day regimen (see also rh toid arthritis) Do,
Do
(See also Paget's disease) Do.
Bt Phase lll (intranasal and
injectable).
Phase | {aerosal),
CH376 Phase (Il
Didronel™® PMO etidronate disodium .............. m mﬂ'm submitted
Estraderm® ﬂlﬂd& {ransdermal mtem . CIBA-GEIGY (Summit, NI} n.
Gestodene and. Berlex | MD:
In clinical trials
(See also 3:' i Phase Il
(See also Paget's disease) Phase Il
wﬂnh submitted
Phase Il
Da.
Do
el
Phase 1.
Da.
. pamidronat CIBA-GEIGY (Summit, NJ) (See alsa osteop Phase (i
Calcimar® saimon calcitonin ... Rhone-Poulenc Rorer (Fort Washinglon, PA) w........ccoovemccmmmmmmssiss sty v do Ml&:mllﬂd
injecta
Phase | (aerosol).
Ilic?%'n Nasal Spray™® calcitonin salmon .. Sandoz (East Hanover, NI) ontiD Application submitted.
's Disease:
Phase VI
(See also type, I, type I di Phase fll
Phase [I.
De.
Do.
Wamer-Lambert (Morris Plains, NI} (See alsa COPD, sinusitis, urinary tract infecti Do.
Upjohin (Katamazoo, MI) (See also COPD, sinusitis) Application submitted.
Culter Biological, Miles Inc. (Berkeley, CA) cMv ia in bone mamow lant patients Phase (Il
w {Indianapals, IN) . (See alsa In clinical trials
"‘m ical (Spring House, PA) Ortho Pharmaceutical Corp. (See also COPD, sinusitis, urinary tract infections) ..........ooccvmrccsocemss Application submitted
Cutter Biolagical, Miles Inc. (Berkeley, CA chv Be ia in bone marrow lransplant patients (see also rheumatoid ~ Phase WIIL
Hoechst-Roussel (Somerville, N (See also sepsis, urinary tract infecti Phase Il
Eli Lifly {ind lis, IN) ... (See also sinusitis, urinary tract infections) In clinical trails.
Warner-Lambert (Morris Plains, NI (See also COPD, urinary tract infections) Application submitted
Rhone-Poulenc Rorer (Fort Washinglon, PA) : Da.
Cutter Biological, Miles Inc. (Berkeley, CA) Phase lil.
Sparfiaxacin Warner-Lambert (Morris Plains, NJ) (See also COPD, urinary tract infections) Phase |.
Whl:“ Sterile Pawder trospectomycin sul-  Upjohin (Kat M) Phase lIL
Rheumatoid arthritis:
Aaulfidine EN-Tabs® sulfasalazi Kabi P ia (Piscat iy Application submitted.
Centara™ anti-CD4 MAD ... Centocor (Malvem, PA) Phase II.
Cl-a72 Warner-Lambert (Morris Plains, NJ) Phase |.
Ebselen CIBA-GEIGY (Summit, NJ) Phase |,
Gamimune immune globulin iniravenous  Cutter Biological, Miles Inc. (Berkeley, CA) ..o . (See also p i Phase VI
Phase II,
Do,
Phase 1.
o, IL) (See also gout, itis) Applicati bimitted.
SmithKline Beecham (Philadelphia, PA) (See also itis) Do.
Syntex (Palo Alto, CA) Phase I,
Sandoz (East lhmw, Nll Phase JIl.
Unimed (Somenville, NI} ............ Phase Il
Pfizer (New York, NY) (See also usteoarthritis) ... Phase IIl,
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Tenom v . Marion Merrell Dow (Kansas City, MO) i Da.
Therafecti iprilose HCL ... Greenwich Pharmaceuticals (Fort Washington, PA) Do.
Voltaren™ SR diclofenac sodium ... CIBA-GEIGY (Summil, ) (See also thriti Phase Il
XomaZ) C05-Plus Xoma (Berkeley, CA) Do

' ﬂﬂm{[ﬂmﬂlh CA) Miles Inc. (West Haven, CT)
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Mr. LAUTENBERG. I point particu-
larly to the sections on breast cancer
where we have companies like Bristol-
Myers, Squibb, Lescarden, Warner-
Lambert, U.S. Bioscience, Eli Lilly,
SmithKline Beecham, Lederle, Sandoz,
the National Cancer Institute, and oth-
ers have drugs in the research and de-
velopment pipeline that may prevent
breast cancer from overtaking persons
lives or result in disfiguring surgery.

Colon cancer. A page and a half of
companies, Mr. President, which are
developing products that may provide
some relief from or some possibility of
avoiding colon cancer.

Prostate cancer. We all know what
that is about. We lost a distinguished
colleague in this body, Senator Matsu-
naga, to prostate cancer. It is public
knowledge that several of our friends
and colleagues have had surgery, have
had radiation, have had treatment for
prostate cancer. There are 132,000 new
cases of prostate cancer each and every
year, and 34,000 deaths annually.

Do we want to cut off the possibility
of preventing these tragedies, Mr.
President? Isn't it worth rewarding
these companies for their research and
development? Isn't it worth encourag-
ing their continued expansion and
search for new products? There is not
any one of us who does not recognize
that as we age, fortunate though we
may be, that we face risks out there
that perhaps can be avoided. But if we
make it impossible for these companies
to take the risk, then we also are say-
ing that it is not worthwhile for them
to develop lifesaving drugs. And when
we look at an aging parent or a child or
a sister or a brother who can be helped
by one of these products, what we
should say is onward and upward, go
ahead and make the investment.

)
it has been obtained through industry sources based on the latest information and is current as of May 17, 1991, The &
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Who is going to pay for it? Compa-
nies have to have an opportunity to re-
coup their investments made to de-
velop these products. This amendment
could dash the hopes of many afflicted
with diseases for which lifesaving
therapies are being developed at this
very moment.

This amendment would also dev-
astate the economy of Puerto Rico, re-
sulting in increased U.S. taxpayer ex-
penses for unemployment benefits, wel-
fare, and other public assistance pro-
grams to those dislocated by the bill.
This amendment would undercut the
Possessions Tax Credit or what is com-
monly called section 936. Section 936 is
an integral part of the Puerto Rican
economy. U.S. companies who utilize
the section 936 tax credit employ ap-
proximately 117,000 persons in Puerto
Rico. This is 13 percent of the total em-
ployment and 72 percent of the total
manufacturing employment. This
amendment seeks to reduce this tax
credit to pharmaceutical companies
who manufacture their products in
Puerto Rico.

What will this mean for Puerto Rico?
It will likely drive many of the phar-
maceutical companies out of Puerto
Rico to Pacific rim countries like
Singapore. It will also harm an indus-
try that has been adding three times as
many jobs to Puerto Rico as any other
industry, from 1980 to 1990. Senators on
the Finance Committee know how inte-
gral the 936 tax credit is to the Puerto
Rican economy.

Mr. President, the Senate leadership
has made health-care reform a priority
in this session of Congress. There are
currently over 30 comprehensive
health-care reform bills pending in the
Congress. I hope we will move to con-
sider and enact reforms this year.

An effective, comprehensive health-
care reform measure should assure uni-
versal access to quality health care for
all Americans and containment of sky-
rocketing health-care costs. We need
comprehensive health-care reform. We
also need to reduce the out-of-pocket
costs of health care for our Nation's
senior citizens.

I close, Mr. President, with a restate-
ment of something I touched on ear-
lier. There are 4 million Alzheimer’s
sufferers in our country right now.
Anybody who has seen the result of
that condition knows how painful, how
devastating it is to see someone you
have known in the prime of health sud-
denly not know which way to turn, who
they are, where they are, where they
are going. By the year 2050, unless we
develop effective therapies, 14 million
people in America will be suffering
from Alzheimer's.

I also want to mention Parkinson’s
disease. My mother was a Parkinson’s
sufferer. We have a million and half
total cases of Parkinson's. And when
one Sees someone they love in a
Parkinsonian condition, one would like
to see that pain ended. More impor-
tantly, not to see anybody else have to
suffer from that horrible disease.

One in every hundred persons over 60
years of age is likely to come down
with Parkinson’s. There are products
in the pipeline to deal with Parkin-
son’s. Prostate cancer, there will be
132,000 new cases this year alone. I said
it before. I think it is worth restating,
34,000 deaths expected. This is not a
threat a male American should look
forward to in his older years.

As I mentioned earlier, there are half
a dozen companies working on prod-
ucts to treat Parkinson's SmithKline
Beecham, Hoffman-LaRoche, Janssen
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Pharmaceutical. God willing that they
come up with an answer.

So that is the consideration, Mr.
President. That is what we are talking
about as we look at this. We are not
saying that we encourage outrageous
profits or that we ought to pay these
executives such giant salaries. Fortune
magazine has picked Merck T years
running as the most admired manage-
ment in the country. That tells yon
about the industry that we are discuss-
ing today. The last thing that we ought
to do in this body, is to hinder, the
pharmaceutical industry’'s capacity to
develop new lifesaving drugs.

Mr. President, unfortunately this
amendment does just that, and I hope
that my colleagues will oppose it.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Arkansas.

Mr. PRYOR. Mr. President, our list
of speakers seems to be growing. I am
going to propose a unanimous-consent
request here so that we try to establish
some order in the order of the speak-
ers,

First, Mr. President, I was recognized
to speak immediately following the re-
marks of Senator LAUTENBERG. I ask

unanimous consent that Senator
METZENBAUM fill that slot instead of
me.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. PRYOR. Following Senator
METZENBAUM will be Senator HATCH,
who is already on the list, and then fol-
lowing Senator HATCH I ask unanimous
consent that Senators be recognized in
this order: Senators DODD, LIEBERMAN,
BrowN, CoaTs, BRYAN, Baucus, and
WELLSTONE,

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. PRYOR. Mr. President, I think
there will be other speakers we will add
to the list a little later in the after-
noon.

Mr. President, I ask unanimous con-
sent that immediately following the
statement of the Senator from Indiana
[Mr. CoaTs] that I be recognized to
speak.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Ohio.

Mr. METZENBAUM. Mr. President, I
thank my distinguished colleague from
Arkansas for permitting me to speak
at this point. But I thank him for
much more than that. I thank him for
his leadership in connection with this
amendment. This amendment is a
major step forward in the effort to
bring down the cost of pharmaceuticals
in this country.

Senator PRYOR deserves enormous
credit for his tireless efforts to address
the issue of skyrocketing drug prices in
our country.

Prescription drug prices have been
rising almost three times as fast as the
rate of inflation. Prescription drug
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costs are rising faster than any other
aspect of health care costs. And we all
know, and the country knows that
health care costs are generally zoom-
ing upward. But prescription drug costs
are going up three times as high or
higher than any other health care cost.

Drug prices have increased approxi-
mately 9 percent a year for the past
decade, an increase of 142 percent. The
unregulated pharmaceutical industry
overcharges for drugs so that it can
spend billions of dollars marketing its
products and making exorbitant prof-
its.

The drug industry spends $10 billion a
year on marketing and advertising,
more than it spends for research on
new drugs. There is not any of us who
own a TV set that is able to turn on
the TV set without seeing, in the
course of a half-hour program, two,
three, four, or five ads marketing phar-
maceutical drugs. And it is understand-
able. The kinds of prices that are
charged per pill, per dosage, per day,
per bottle, are unbelievable. It is hard
to believe that a company could charge
50 much for such a tiny pill.

With the special arrangements that
we have given them under our tax laws,
pharmaceutical manufacturers’ profits
have been zooming. The top 10 drug
manufacturers earned profits of 15%
percent on their sales in 1990, three
times more than the average profit of
other industries.

We in the United States Senate have
an obligation to bring drug prices
under control. The American people
cannot afford to pay any more. We can-
not afford to do any less.

Prescription drug costs are the larg-
est out-of-pocket medical costs for el-
derly Americans. Over half of all older
Americans, 16 million senior citizens,
do not have insurance for prescription
drug costs.

And what a travesty. Some people
living on Social Security, having but a
meager income, are called upon to pay
exorbitant prices for the pharma-
ceuticals that their doctors prescribe.

Senator PRYOR's amendment, of
which I am a cosponsor is a step in the
right direction. It does three important
things. First, it links the availability
of certain lucrative tax credits for the
drug industry to the industry’s drug
pricing Dbehavior. The amendment
would limit the availability of the so-
called section 936 tax credit to those
drug companies that keep their drug
prices in line with the general inflation
rates. I commend the Senator from Ar-
kansas for this innovative thinking in
trying these two subjects together.

Companies that overcharge for drugs
would no longer be subsidized by the
American taxpayers. There is no jus-
tification for this $2 billion a year tax
credit when drug company profits ex-
ceed all other industry profit levels.

Second, the amendment creates 15
demonstration programs to provide af-
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fordable prescription drugs to older in-
dividuals. The program uses the tax
credit savings to help individuals who
cannot afford to pay for prescription
drugs.

Third, the amendment sets up a com-
mission to gather data on the pharma-
ceutical industry's drug pricing behav-
ior and make recommendations to
bring drug prices under control.

This bill takes an important first
step toward solving the problem of sky-
rocketing drug prices. As the Senator
from Arkansas well knows, since the
enactment of the Medicaid Discount
Drug Program in 1990, the pharma-
ceutical industry has increased its drug
prices significantly for all purchasers,
including Government programs like
the Veterans Administration and Med-
icaid. That gouging of the most vulner-
able in our society must stop.

The Medicaid Discount Drug Pro-
gram legislation enacted in 1990 was
passed and supported by the Members
of Congress because it was thought
that it would bring prices down to the
lowest level at which the drug com-
pany was selling their product. But, oh,
no, the drug companies did not go that
way. They reversed it.

Oh, they were smart. Their lawyers
were brilliant. What they did is they
reversed it so that the lower prices
came up to the higher prices rather
than the higher prices coming down to
the lower ones.

We need to attack the entire problem
of uncontrolled drug price increases.
Congress has an obligation to guaran-
tee that all Americans will be able to
receive lifesaving prescription drugs.

We here in this Congress are faced
with one of our most difficult chal-
lenges. We are wrestling with an idea,
with what kind of a concept we should
bring forth in order to deal with the
national health care program. We have
not been able to solve that problem. We
are moving forward. There are a num-
ber of different proposals that are on
the table. There was no suggestion that
this legislation will solve the problem
of our need for a national health care
program.

But there is not much doubt about
the fact that this will help those per-
sons who need pharmaceuticals, who
cannot afford to pay for them, who
have been gouged by the pharma-
ceutical manufacturers. This will pro-
vide some equity.

I urge all of my colleagues to support
the Pryor amendment.

The PRESIDING OFFICER. Under
the previous order, the Senator from
Utah [Mr. HATCH] is recognized. )

Mr. HATCH. Mr. President, this is a
very important issue. I would like to
start off by pointing out that this in-
dustry, the pharmaceutical industry,
in the United States of America is one
of our best industries. As a matter of
fact, this chart comes straight out of
Fortune magazine. On this scorecard,
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in 13 key industries, the grades meas-
ure United States competitiveness rel-
ative to Japan and Europe. They re-
flect production data, company per-
formance, and expert opinion,

At the very top of that list happens
to be pharmaceuticals. The only other
company, the only other industry in
America that comes close is forest
products,

Now the Congress, if they pass this
kind of bill, is going to do the same
thing to pharmaceuticals that we have
done to almost every other industry in
this country. We have made our indus-
tries noncompetitive because we do not
understand that the thing that drives
this economy—the thing that drives
the greatest free enterprise system in
the world—happens to be the incen-
tives of opportunity.

The pharmaceutical industry, with
all of the risks they take and all of the
expenses they incur, happen to be driv-
en for free market incentives. We hap-
pen to be doing the best job in develop-
ing new drugs of any nation in the
world. And we have more major drugs
in the pipeline than any country in the
world.

Many countries that are being cited
as illustrations of countries with lower
drug prices are countries that have not
developed a new drug in decades.

Now what are we going to do through
overregulation and price regulation?
We are going to knock pharma-
ceuticals from the top of this list.
From an A, the leader of the world,
down to probably a C or a D. Even if it
were only to be a B. And maybe that is
all that will happen it would still be a
B. Why should we not keep this the
greatest industry in our country
today? I am going to have more to say
about this a bit later.

Mr. President, our esteemed col-
league, Senator PRYOR, has offered an
amendment to the tax package iden-
tical to his bill S. 2000 entitled “The
Prescription Drug Cost Containment
Act.” T am struck by the irony of this
amendment. The intent of the tax
package we are considering today is for
economic growth. Whether one believes
that H.R. 4210 will work to advance
this purpose or not, we are all here try-
ing to find a way to stimulate our
economy.

Senator PRYOR'S amendment, iron-
ically, singles out one of our few truly
healthy industries and attempts to in-
troduce wage and price controls
through the back, or perhaps more ac-
curately the side door. The pharma-
ceutical industry shows many signs of
being a relatively healthy industry.
The best in our country.

In the period from 1984 to 1990, the
level of employment in the pharma-
ceutical industry increased by 25.5 per-
cent. This contrasts sharply with the
employment growth rate of manufac-
turing industries as a whole of 0.9 per-
cent. Compare that: 25.5 percent in-
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crease in employment compared with
0.9 percent.

Now we are proposing to ruin that in-
dustry with overregulatory drug and
price controls?

The United States pharmaceutical
industry production rose 145 percent
between 1980 and 1989, outpacing both
Europe—at 107 percent, ours is 145 per-
cent—and Japan, 121 percent. Our pro-
duction is at 145 percent, outpacing
those hugely industrialized and sophis-
ticated and high-tech countries.

The United States remains the world
center for research and development in
the drug field. The drug industry this
year will invest nearly 511 billion in re-
search and development for future
products. This investment for the fu-
ture by the pharmaceutical industry
has been growing at an average annual
rate of about 10 percent per year for
the past 10 years.

Yes, they make profits. That is why
they are growing. That is why they are
the number one industry in this coun-
try. That is why they are developing
major new drugs, and drugs that will
save people’s lives.

The United States leads the world in
biotechnology and genetic engineering
patents. We lead the world. And the
reason we do is because we have the in-
centives in this country.

I do not come from a State where we
have a large pharmaceutical industry.
In fact, we hardly have any pharma-
ceutical companies that are located in
Utah. But I deal and have dealt with
the health matters of this country
every day of my tenure in the Senate,
and I have, over the last 16 years, dealt
with practically every major health
issue that has come along. I can tell
you I am very concerned about amend-
ments like these.

For biotech patents, the United
States holds 147 as compared to 10 for
Japan; 10 for European countries; and
10 for all other countries in the world.
Think about it. Guess where those bio-
technology companies get their financ-
ing? Primarily, they get their financ-
ing from the major pharmaceutical
companies, investing in these new
fledgling biotech companies.

For genetic engineering patents—ge-
netically engineered drugs that are the
future—United States companies hold
72 percent of the total of 935 patents,
with the Japanese and European coun-
tries splitting about 22 percent of the
total patents. Japan and Europe hold
just 22 percent of these patents in the
United States. We have actually 72 per-
cent of all of those genetic engineering
patents. This is the future, my friends.
We hold the key to the future. And the
reason we do is because of free market
incentives, because we believe in the
free market system.

As a general rule, our country is will-
ing to pay for that system. The reason
we are is because these free market in-
centives will get us to lifesaving heal-
ing drugs faster and safer.
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I wish all the American industries
were as vigorous as the pharmaceutical
industry. If they were, we would not be
here today discussing how to develop
an economic package or how to help
our country economically.

I have a lot of respect for my col-
league from Arkansas. He is a good
friend, and I understand his personal
motivation and objectives. But I have
to disagree with him on the wisdom of
this proposal.

This amendment would change all
the free market incentives that have
caused the pharmaceutical industry to
flourish. It will replace all of those free
market incentives with a form of price
controls. No matter what Senator
PRYOR says about it, that is what it
comes down to. We are supposed to be-
lieve that these price controls will not
have an adverse effect on the pharma-
ceutical industry.

Who is kidding whom that these
price controls will not result in a re-
duction in the amount of money that
the industry devotes to research and
development? Who is kidding whom
that these price controls will somehow
be different from those we have tried
before—all of which have failed before,
I might add. We are assured that these
price controls will somehow work with-
out harming this healthiest of all
American industries.

Mr. President, I do not share this
faith in price controls at any time but
particularly at a time when many
American industries are not faring
well. We cannot afford to have this
American industry, our American
pharmaceutical industry, be yet an-
other industry overtaken by foreign
competition.

A lot has been said and will be said in
this debate about the profitability of
the pharmaceutical industry.

First, we have to remember that the
U.8. pharmaceutical industry is highly
competitive. The share of total sales by
the 20 largest firms accounts for 75 per-
cent of total sales. All other firms ac-
count for the remaining 25 percent
market share. No one firm holds more
than a 7.6-percent market share.

Second, this is one of the highest risk
industries in the world. A recent study
by Duke University found that only 3
out of every 10 drugs introduced be-
tween 1970 and 1979 subsequently recov-
ered their research and development
costs. This study concluded that the
real drug price increases in the 1980’s
were necessary for the average new
drug introduction to recover its R&D
costs.

Those data are from a Duke Univer-
sity study.

The high risk nature of the industry
is reflected in the voltility of the stock
prices; about 40 percent greater than
for other industries according to the
Standard & Poor’s 500 index.

Some will see the drug industry’s rel-
ative strength and take it as fair game
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for increased taxation to help finance
the problems of our ailing health care
system. Others will take a different
view and conclude that this is an area
where America is the recognized world
leader.

We do not say that as often as we
once did, or should say again in the fu-
ture. And we should make no policies
detrimental to this sector’s health. In-
stead we should find ways to promote
and build upon our leadership in the
pharmaceutical industry as we enter
the biological revolution of the 2lst
century.

This does not mean that drug compa-
nies do not have the same responsibil-
ity for fair play as automobile manu-
facturers, computer firms, or any other
U.8. industry but neither should they
be singled out for the heavy burden of
price controls. Let us not loose sight of
the fact that in a competitive environ-
ment success is not guaranteed. In our
market economy, profits are the clear-
est signal for future investment and
productive activity. If we are to break
out of this recession and succeed in the
competitive world economy we have to
nurture, not injure, American compa-
nies. The American public is concerned
about the cost of health care.

Drug expenses are one of the most
visible out-of-pocket health care costs,
and they are an easy target for con-
cern.

The cost of prescription medicines
has increased with all other consumer
and health care costs. It is relatively
easy for us to look at medical care in-
flation data and falsely conclude that
prescription drugs are the reason.

Mr. President, I hope the Senate will
reject this amendment. We should re-
ject it on the overwhelming evidence
that price controls do not work. The
stick being applied here, threatened
revocation of section 936 tax incen-
tives, will hurt not only the United
States and Puerto Rico, U.S. workers
are going to bear this punishment. Our
competitors are not going to bear it.
They are going to benefit from this
type of, I think, shortsighted legisla-
tion. We are targeting a highly com-
petitive and high risk industry. Profits
are the fuel it runs on. Reducing prof-
its by Federal fiat is like reducing the
fuel supply for a job-generating ma-
chine. We should reject this amend-
ment.

Mr. President, I understand the dis-
tinguished Senator from Connecticut
would like to make about 10 minutes
worth of remarks. I have just begun my
remarks. I have a number of charts I
would like to show. But I also want to
show deference to my colleague from
Connecticut.

And so I ask unanimous consent that
I be permitted to yield to the distin-
guished Senator from Connecticut for
10 minutes, and then have the right to
the floor back so I can finish the rest of
my remarks.
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The PRESIDING OFFICER. Is there
objection?

Mr. PRYOR addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Arkansas.

Mr. PRYOR. I do not plan to object.

Mr. President, I may owe an apology
to my friend from Utah and my other
colleagues in the Chamber. A moment
ago when we proposed and had accepted
a unanimous-consent request on the
order for speakers this afternoon, I in-
advertently, Mr. President, left out
two Senators who had come to me
prior to that request for the UC. One of
those was Senator PHIL GRAMM of
Texas, and the other was Senator PAT
LEAHY of Vermont.

So, Mr. President, I do not object to
the Senator's request, and I would fur-
ther add to that unanimous consent re-
quest that immediately following Sen-
ator DopD, and then the conclusion of
Senator HATCH'S remarks, at that time
we recognize Senator PHIL GRAMM and
Senator PAT LEAHY.

Mr. HATCH. If the Senator will yield,
Senator CHAFEE is also desirous of
being on the list.

Mr. PRYOR. Mr. President, I have
another request.

Mr. HATCH. Senators CHAFEE,
BROWN, and DURENBERGER have all re-
quested time.

Mr. PRYOR. Senators DURENBERGER
and CHAFEE are at the point right now
following myself. And then I would like
to ask unanimous consent to add Sen-
ator DixoN of Illinois following the re-
marks of Senator CHAFEE.

Mr. HATCH. Will the Senator yield?
Will he also add Senator BROWN. Is he
on the list?

Mr. PRYOR. Yes; Senator BROWN
from Colorado is on the list.

The PRESIDING OFFICER (Mr.
SmMoN). Is there objection to the unani-
mous-consent request from Senator
PRrYOR and Senator HATCH? Without ob-
jection, it is so ordered.

The Senator from Connecticut is rec-
ognized.

Mr. DODD. I thank the Chair.

Mr. President, it is with a great deal
of reluctance that I rise in opposition
to the amendment being offered by my
good friend from Arkansas, Senator
PRYOR.

The Senator has worked on this issue
for years. He cares about it deeply.
Without any guestion, he expresses the
overwhelming sentiments of literally
millions of people in this country who
are deeply worried about the cost of
health care.

My concern here, Mr. President, is
that while the Senator from Arkansas
is accurately reflecting those concerns,
the issue is whether or not the solution
he has chosen will most effectively
deal with the problem. I believe the
Senator’s solution will simultaneously
create other problems, problems that
many of the same people who are ex-
pressing their outrage over prices
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would also express were they denied ac-
cess to some of the critical products
that are being developed. This is par-
ticularly true for a population that is
aging and enjoying substantial longev-
ity as a result of some of the products
that have been put on the market.

Mr. President, I am deeply concerned
about the relationship between the
cost of drugs and the ability of citizens
in my State and elsewhere across the
Nation to receive quality health care
service appropriate to their needs. I am
particularly concerned about access to
drug treatments and therapies for re-
tired or older Americans, those whose
fixed income and limited insurance
coverage make them most vulnerable
to drug price increases.

I believe that we can and should take
steps in the context of broader health
care reform to help moderate drug
prices and to ensure access to afford-
able drug treatments for those who
need them.

But I do not believe that the answer
is to impose Government mandated
price controls in isolation; controls
that could restrict the research and
scientific breakthroughs that lead to
these treatments in the first place;
controls that would have very little ef-
fect on health care inflation without
serious cost containment throughout
the entire system.

Mr. President, as we debate the criti-
cal need to promote job growth and
long-term investment in our econ-
omy—the first and foremost goal of
legislation now before the Senate—it
would be the height of irony to include
an amendment that would stifle the
growth and creativity of the most glob-
ally competitive industry in this coun-
try.

The fact is, the pharmaceutical in-
dustry is our Nation's premier high-
technology industry—where today's
business creates tomorrow’s thera-
peutic breakthroughs. It is a highly in-
novative industry that has long led the
world in discovering and developing
new medicines.

According to a recent article in For-
tune magazine, the U.S. pharma-
ceutical industry is one of only two in-
dustries in the Nation that enjoys a
competitive advantage over its Japa-
nese and European counterparts that
will last well into the next century.

While overall research spending in
the United States has declined com-
pared to our major competitors, the
pharmaceutical industry has managed
to double its research spending every 5
years. Investment in drug research and
development has increased from $600
million in 1970 to nearly $11 billion in
1992, including an increase of 13.5 per-
cent in the last year alone.

The arbitrary price controls em-
bodied in Senator PRYOR'S amendment
would inevitably disrupt the carefully
balanced system of market pricing, re-
search incentives, and short-term pat-
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ent protections that is the key to this
strong research commitment. There
would be little or no incentive for the
risky research necessary to make new
discoveries, considering that for every
product brought to market, 4,000 end
up as dry holes or investments with no
return.

Clearly, U.S. pharmaceutical re-
search represents money wisely spent.
Of the 97 new world class drugs intro-
duced between 1975 and 1989, 47 origi-
nated in the United States.

U.S. manufacturers are also leading
the world in the development of impor-
tant new genetically engineered thera-
pies and have helped lead the attack
against such killers as AIDS, cancer,
Alzheimer’s disease, cardiovascular
diseases and diseases afflicting chil-
dren. As the Nation gets older, pharma-
ceutical firms are developing at least
330 medicines for the major diseases of
aging, 88 medicines are in development
for AIDS and AIDS-related conditions,
and 14 AIDS therapies have already
been approved, including 2 for the full-
blown disease itself. That is a remark-
able record considering that the HIV
virus that causes AIDS was only iden-
tified by researchers less than a decade

ago.

Thanks largely to this long-term in-
vestment in research and development,
the pharmaceutical industry is one of
the few manufacturing industries in
the country that is actually creating
jobs for American workers. Pharma-
ceutical industry employment in-
creased by 25.5 percent between 1984
and 1990, compared with job growth of
less than 1 percent in manufacturing as
a whole. In my home State of Connecti-
cut, new pharmaceutical jobs in the
southeastern area of the State rep-
resent one of the few positive signs in
a region that has been devastated by
defense industry cutbacks. All told,
pharmaceutical firms employ over
12,000 Connecticut citizens, and are one
of the largest sources of employment in
the State.

Mr. President, in the debate over
drug prices, we tend to ignore the fact
that today's new medicines can provide
cost effective alternatives to more
costly medical care. These medicines
help to reduce reliance on expensive
surgeries and hospitalizations and can
help keep older Americans out of nurs-
ing homes.

According to Dr. Joseph DiMasi, a re-
search associate at the Center for the
Study of Drug Development at Tufts
University:

Drug therapies that initially seem expen-
sive may yield savings in other segments of
the health care sector or in society at large.
For example, treatment with a new drug
may substitute for other medical interven-
tions, many of which take place in a hospital
setting. Thus, a new drug might reduce the
number of hospital admissions or the length
of hospital stays. Given the rising costs of
hospital care, there is a potential to signifi-
cantly lower health care costs.
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March 1990 report prepared by the re-
spected Battelle Memorial Institute
found that over the past 50 years, anti-
biotics have helped Americans avoid
between 60,000 and 90,000 deaths from
tuberculosis. This represents a savings
of between $7.4 and $11 billion. Vac-
cines have helped society avoid nearly
1 million cases of polio. About 400,000 of
those cases would have caused serious
disabilities. The economic cost to soci-
ety would have been between $26.4 and
$30.8 billion in lost productivity and
another $1.3 billion in direct treatment
expenses. In the case of coronary heart
disease, new medicines helped to save
an estimated 671,000 lives between 1968
and 1978 alone. The Battelle Memorial
Institute concluded the savings in-
volved just in the coronary heart area
saved an impressive $83.8 billion.

It would be easy for us to pass the
amendment now before us and claim
credit for lowering the price of medi-
cines by a few cents for each prescrip-
tion.

We would lose far more in cost-effec-
tive new treatments that might never
be developed; in the decline of research
and investment in the most competi-
tive industry in our Nation; in new jobs
for American workers that might never
be created. We simply have to find a
better way to address access and price
problems in the pharmaceutical arena.

This issue can and should be ad-
dressed in the context of a broader de-
bate over insurance access and cost
containment in the entire health care
system. We must also continue to press
the drug companies to impose vol-
untary price restraints and to assist
those hardest hit by drug price infla-
tion.

We have already made remarkable
progress. In 1991, the Producer Price
Index for pharmaceuticals showed an
annual increase of 7.1 percent, the low-
est prescription drug hike in more than
a decade. Within the past few months,
six major companies, which account for
one-third of all U.S. sales of prescrip-
tion drugs, have voluntarily pledged to
limit price increases to the rise in the
Consumer Price Index.

In addition, the Senate will soon con-
sider legislation reported last month
by the Committee on Labor and Human
Resources that requires drug compa-
nies to provide deep discounts on pre-
scription drugs to public health clinics.
This measure builds on the Medicaid
prescription drug rebate program en-
acted in 1990 that requires drug compa-
nies to provide rebates to State Medic-
aid programs. The Medicaid Program
has substantially reduced the cost of
drugs for low-income Americans and
will result in Medicaid savings of some
$580 million in 1992 alone.

Mr. President, in many ways, the de-
bate over drug price controls is a mi-
crocosm of the broader debate over
comprehensive health care reform. We
can build on the quality and innova-
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tion of the present system by improv-
ing access and affordability through
workable reforms. Or we can succumb
to frustration and impose Government
mandates and controls that will stifle
research and creativity and reduce the
quality of care for most Americans.

The choice is clear.

So I urge, with all respect to the au-
thor of the amendment and others who
may be considering it, that we reject
this amendment, that we deal with the
comprehensive problems of health care,
and not succumb to the temptation of
this amendment which would do far
more harm than good.

The PRESIDING OFFICER. Under
the previous unanimous consent agree-
ment, the Senator from Utah is now
recognized.

Mr. HATCH. Mr. President, I under-
stand that the distinguished Senator
from Vermont would like a few min-
utes, and I ask as under the same unan-
imous-consent request, that he be
given 5 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LEAHY. Mr. President, I thank
the Senator from Utah for his cour-
tesy.

Mr. President, I want to state for the
record why I support the amendment
offered by Senator PRYOR. When you
look at this amendment, you realize
that it takes aim at the most difficult
problem plaguing health care today,
the problem of out-of-control costs. It
does so by sending a very powerful
message to the pharmaceutical indus-
try that the outlandish pricing prac-
tices that make prescription drugs
unaffordable for millions of Americans
will no longer be tolerated.

Over the past months I have held
town meetings all over the State of
Vermont. I have been in Bennington,
Brattleboro, Middlebury, and virtually
everywhere else. I have heard hard-
working Vermonters say they are
afraid one illness, one illness, could
strip them of what matters most—
being able to provide for their families.
These are proud and good people, who
have always provided for their fami-
lies, but are afraid with just one illness
they will not be able to do what gen-
erations of Vermonters have done.

For too many Americans, seeing a
doctor, paying for medications, is far
too expensive. Too many mothers and
fathers spend sleepness nights wonder-
ing if they should use their limited
budget for food or for medical care. Too
many elderly Americans worry about
whether they are going to have to
choose between buying food, or fuel for
heat, or paying for prescription drugs.

This amendment gives us the oppor-
tunity to do something to alleviate
that fear, and begin to bring prescrip-
tion drug prices under control.

Here are the facts:

Prescription drug prices continue to
rise at three times the rate of infla-
tion.
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At this rate, a prescription drug that

cost $20 in 1980 will cost the average
American a whopping $121 by the year
2000.
Drug companies charge Americans
top dollar for preseription drugs—much
more than they charge citizens of other
industrialized nations. Let us use some
examples. The average American pays
62 percent more for prescription drugs
than the average Canadian does, and 54
percent more than the average Euro-
pean for the same medication. Tylenol
3, a commonly prescribed pain killer,
costs us $18.13, while Canadians pay
only $56.58. The proof is there.

Who suffers? The elderly, the poor,
and every American who depends on
medications to make them healthy.
Who gains? The drug industry whose
1990 profits were three times greater
than most other American companies.

This amendment offers the drug in-
dustry a choice, either curb costs so
that prescription drugs are more af-
fordable for Americans, or lose Federal
tax credits. It is not a regulation. It is
a carrot-and-stick approach. Drug
manufacturers that keep their price in-
creases at the general rate of inflation
are not going to be penalized. Only
those companies that continue to hike
the prices of drugs above the inflation
rate are going to see their nonresearch
and development tax subsidy reduced—
a very, very powerful carrot and stick.

The choice is still theirs, but the tax-
payers of America should not have to
pay for it if they make the wrong
choice.

The amendment offers every Senator
a clear choice as well, and it comes
down to this. A vote for this amend-
ment is a vote for fairness; a vote to
end the greed that has allowed the drug
industry to ripoff the American people.
A vote against this amendment is a
vote for the status quo and continued
price gouging. The amendment is about
standing up to the drug industry, and
at the same time standing up for all
Americans.

I hope, Mr. President, that we realize
what the cost of prescription drugs is
doing to Americans. I think every Sen-
ator can do as I do, go home on the
weekends and just talk to the people
on the street. Ask them if they fear the
price of prescription drugs; ask them if
this forces them to make painful
choices in their lives, choices that no-
body in the most wealthy, powerful na-
tion on Earth should have to make.

Certainly when you go to a State like
mine, bordering on another country
where the prices are a lot less, you
know how much more it hurts to make
those choices. We can make choices
here. We can do something today to
help the people who do not have the
wealth to take care of their health
needs.

Mr. President, prescription drugs can
mean the difference between life and
death, but they help no one if they are
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unaffordable. Controlling prescription
drug costs is absolutely necessary be-
cause these skyrocketing costs are
busting families' budgets and the coun-
try’s health care budget. I urge Sen-
ators to support this amendment.

Mr. President, again, I thank the
Senator from Utah.

The PRESIDING OFFICER. Under
the unanimous-consent agreement, the
Senator from Utah is again recognized.

Mr. HATCH. Thank you, Mr. Presi-
dent. I appreciate that.

I will tell you this: There is one thing
that the people in Vermont, Utah, and
everywhere else think more than any-
thing else; they are worried sick about
the cost of medicine, the cost of medi-
cal care, and the cost of pharma-
ceuticals. But they are worried even
more that we will not have the cures in
the future for AIDS, and cancer, and
other diseases. We need the incentive
for industry to get out there and do it.

Mr. President, let me take a few min-
utes to present some information that
I think will help put into perspective
some key issues with respect to the
pharmaceutical industry. In order to
assist me in this, I am going to use a
series of charts.

This chart No. 1 is U.S. health care
expenditures as a percent of GNP.
Health care expenditures happen to be
this red bar. As you can see, health
care expenditures are skyrocketing.
Starting back here in 1960, at 5.3 per-
cent of the gross national product,
they have steadily risen to 1990, 12.2
percent, and a lot of people believe that
they are probably around 14 percent
right now.

If we do not do something about it,
by the year 2001, they will be approxi-
mately 19 percent of the GNP. That is
not a total output; it is a percent of
GNP. If we do not do something about
it, by the year 2020, we would be paying
32 percent of the gross national product
for health care.

So health care costs have been going
up, but it needs to be explained. With
this green bar chart, these are the out-
patient prescription drugs. Back in
1960, they were .53 percent; in 1970, .54
percent; in 1980, .44 percent of the gross
national product; in 1985, .51 percent of
the gross national product; and in 1990,
.58 percent.

While everything else is going up,
these prices have remained basically
constant. That is very important. So
while we are rapping this industry, let
us look at the real facts of GNP and
the cost of this industry with regard to
GNP.

The cost of pharmaceuticals as a per-
centage of GNP, has varied little. It is
a little higher in 1990 than it has been
say in the next-to-the-last year, 1970.
Nevertheless, it has basically remained
constant.

Let me get the second chart up here.
I am going to talk in terms of drugs as
a percentage of national health care
expenditures.
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In 1965 they were 8.9 percent. That is
what pharmaceuticals cost relative to
total health expenditures. In 1970, 7.4
percent; in 1975, 6.1 percent; 1980, 4.8;
1985, 4.8; and 1990, 4.8.

That is as a percent of health care
expenditures.

For the Senator from Vermont to say
that drugs, such as a relatively minor
drug like T'ylenol could cost so much in
Vermont, a lot more than it cost in
Canada, does not take into consider-
ation that this is not necessarily the
fault of the pharmaceutical companies.

When people pay an awful lot more
money for prescription drugs in a hos-
pital, generally the hospital has added
on to the price of those drugs. As you
can see, over the past 25 years, the
share of health spending devoted to
drugs has been cut almost in half.
From up here to down here. In other
words, you have to look at the real
facts here and not just a bunch of
phony figures.

Drug expenditures dropped from 10
cents of each health dollar to just
under 5 cents of each health dollar over
a 25-year period. That is important in-
formation.

Let me go to the next chart here. The
next chart will be a chart which is en-
titled “Per Capita Prescription Drug
Expenditures, Purchasing Power Par-
ity Dollars.” Based on the amount of
purchasing power parity dollars, a
measure developed by the European
Community, you can see that the Unit-
ed States hangs right about in the mid-
dle of the pack in per capita prescrip-
tion drug expenditures. Here is the
United Kingdom, and here is Germany
right over here, and France, Italy, and
Japan are right here. The United
States is about in the middle. It is cer-
tainly higher than the United Kingdom
as a per capita prescription drug ex-
penditure, purchasing power parity dol-
lars. But it is a lot less than Italy,
France, and Germany.

Some of our international neighbors
spend more, and others spend less per
person on prescription drugs. There ap-
pears to be nothing out of the ordinary
about the United States population's
cost. per patient on prescription medi-
cations.

I would like to now put the next
chart up, and that is with regard to
drug prices. Let us take a good hard
look at drug pricing measured in terms
of the Producer Price Index, manufac-
turer's prices.

We can see that according to the Bu-
reau of Labor Statistics’ data, between
1989 and 1990, the relative price of phar-
maceuticals dropped 2 percentage
points. Those who would argue that the
industry has not responded adequately
to pressures to keep, to the extent
practicable, the lid on prices would do
well to examine this downward trend
over the last number of years. These
are the pharmaceutical companies who
have been beaten up here today by, I



5070

think, a lot of false arguments. Their
prices have gone down overall. We can
all say we do not want to pay anything
for these things, but if we want to con-
tinue to have cures, to grow economi-
cally, and to have success in research,
we cannot ignore these facts. We better
start being thankful that we have the
best industry in the world in this area.

Let me go to the next chart. The
next chart will be the ‘““Scorecard in 13
Key Industries.” I mentioned this be-
fore at the beginning of my remarks.
This is the ‘“‘Scorecard in 13 Key Indus-
tries” by Fortune magazine as of
March 9, 1992, The grades measure
United States competitiveness relative
to Japan and Europe. They reflect pro-
duction data, company performance,
and expert opinion.

Clearly at the top of the list is—and
“A” means an industry that is the best
in the world, that is outperforming and
ocutcompeting any other nation in the
world, or any other group of nations in
the world—the pharmaceuticals. We
have an industry that is really making
it, an industry that is making things
happen, an industry that is coming up
with cures, an industry that is coming
up with maintenance drugs that help
people alleviate pain and suffering, an
industry that is making a difference in
all of our lives. Now we are going to
put price controls on it?

Forest products are up there, too, but
we know that they are going down fast
because of what is happening with the
spotted owl and a number of other reg-
ulatory approaches of the Federal Gov-
ernment.

Aerospace B+, pretty good. If we
make up our minds to allow full com-
petition, nobody can compete against
the United States of America.

But these are about the only areas
where we do not have real competition,
because we let these industries per-
form. We have allowed the free market
system to work. Look at chemicals; it
is down to a B. Food is down to a B.
There is no reason for the United
States to be down to a B in food. But
the fact is, we are continuously putting
regulations and mandates on the food
industry, the food processing industry,
the food delivering industry, and in the
process, the food industry is gradually
going down. By the time we get
through with food safety laws, I will
bet you that food reaches the C cat-
egory at that particular time, because
we are making it so difficult to com-
pete. We add more mandates, rules and
regulations.

Scientific and photographic equip-
ment has gone down to a B.

Petroleum refining is down to a B. It
is going down further because the clean
air bill is going to require more regula-
tion, so refining will go down to a C or
less.

Telecommunications equipment. I do
not mean to have stock prices go down,
but it is a B—. We used to be without
peer in the world in this area.
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Computers, C+. Why in the world is it
O+? Regulation.

Industrial and farm equipment is a C,
We know we have lost a tremendous
market share to Japan and other na-
tions.

Look at motor vehicles, a C. It may
not even be a C at this point. This was
March 9, 1992. We are already 2 days be-
yond that, so we are probably going
down here.

Metals isa C—.

Electronics is a D. We are the great-
est country in the world and we devel-
oped the electronics industry, but we
have regulated it to death here in
Washington. Hardly any of these have
price controls or price restraints like
this amendment would add to the phar-
maceutical industry.

Why would we kill the finest indus-
try in this land? All because we think
we are going to save money for the
poor and for the aged? Come on. If you
stop and think about it, the poor and
aged are not going to have the healing
drugs that they could have if we keep
this industry on top. I am going to get
into that a little more as we go along.
What phony arguments those are. I
think we ought to nurture our Amer-
ican industry, not kill it, injure it.

Some would see that chart and say,
about the drug industry, it is strong, so
let us tax them. That is a typical lib-
eral approach to things. Others will
argue that we are the world’s leader, so
let us keep it that way and do even bet-
ter in the future. I think that is what
we ought to do.

I would like to go to the pharma-
ceutical R&D chart. This is clearly an
industry that believes in putting its
money where its mouth is. Unlike a lot
of other industries, the reason our elec-
tronics industry is going down, and the
reason we are losing in so many other
areas is they are not putting the re-
search and development moneys where
they should go.

The drug industry has a strong
record in the area of research and de-
velopment. Since 1988, right here, the
drug industry has spent more in R&D
than the entire budget of the National
Institutes of Health—the entire budget.
We are talking about one industry. In
fact, since 1980, right here, the pharma-
ceutical industry research and develop-
ment budget has increased fivefold,
from here to 1992, where it is estimated
they will spend almost $11 billion in re-
search and development in this one sin-
gle industry in this country.

So, this year, nearly $11 billion will
be risked in the drug industry, or the
pharmaceutical industry, which I pre-
fer to call it. You cannot ignore those
facts. This is an industry that is put-
ting its money where its mouth is, and
do we want to cripple it with an
amendment like this? Let me go to the
next chart which is the 1992 R&D fund-
ing.

Look at it in comparison to other in-
dustries in this country when we ana-
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lyze why the pharmaceutical sector has
been successful. At the top of the list is
its commitment to research and devel-
opment. That is why it is so successful.

This year the American drug indus-
try will invest in the aggregate nearly
$11 billion—nearly $11 billion—in re-
search and development. Compared
with the U.S. Government research
funding for agriculture, transportation,
energy, space, and health, the private
sector pharmaceutical R&D funding is
greater. Think of it. The drug compa-
nies spend money in the aggregate
more than the entire budget of the Na-
tional Institutes of Health—and I do
not think we can afford to stifle this
investment. It is important.

Let me go to the next chart which is
entitled *‘Average Development Cost of
One New Drug.'’ This is something that
a lot of our colleagues who are arguing
on the other side just plain ignore. The
average development cost of one new
drug is high—and we are looking for a
variety of new drugs to help cure ev-
erything from AIDS to cancer. In 1976,
the average development cost of one
new drug happened to be around $54
million. By the year 1987, the average
cost to develop one drug was $1256 mil-
lion—that is taking all factors into
consideration. By 1990, just 3 years
later—and a lot of this is regulatory
activity by the Government—the aver-
age cost of a new, important drug or
any new drug was 3$231 million. And
that includes a lot of these bio-
technology firms, these little compa-
nies that depend on the rest of the
pharmaceutical industry to help fund
their innovative research and develop-
ment. Due to the nature of biomedical
research, it has always been expensive
to develop a safe and effective new drug
product.

This chart shows that in the last 15
years, the average cost of bringing a
new drug through discovery, clinical
testing, development, and FDA ap-
proval has grown nearly fivefold—from
$54 to $231 million.

Major contributors to the cost in-
clude the intricate nature of research,
the expense of highly sophisticated new
laboratory equipment, and the cost of
borrowing investment capital, espe-
cially on the part of the biotechnology
companies and these genetic engineer-
ing companies as well.

As the focus of research has shifted
toward chronic and degenerative dis-
eases, such as cancer, Alzheimer’s, and
AIDS, the preclinical and clinical test-
ing required has naturally increased
and it has become much more com-
plicated. Currently, it is estimated
that it takes on average, $231 million
to bring a new molecular entity to
market.

We have to remember that it takes
about 4,000 failures for each successful
new drug, for each one of these $231
million drugs, which is the average
cost. for one of them. There are about
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4,000 failures before a successful discov-
ery occurs. There is a lot of risk for ev-
erybody in this industry.

Recently, the Labor Committee re-
ceived a letter from an AIDS activist
organization, Direct Action for Treat-
ment Access. This letter, opposing the
Metzenbaum orphan drug amendments,
noted: **A drug that gets approval has
to pull far more than its own weight.
Like the oil strike that finally pays
off, it has to pay all the dry holes, the
general expenses of the company, and
future development."

We cannot ignore these loss factors
in a free market economy. We act like
it goes on and on without the incen-
tives that allow it to succeed.

Let me use the next chart. This hap-
pens to be called ‘‘Treatment Cost
Comparison.”

Drugs not only fight sickness and
save lives, they also save money. They
are often the least expensive form of
health care. Based on industry and gov-
ernment estimates, the cost of treating
ulcers with direct therapy right here
runs about $500 per year., The cost of
ulecer surgery which used to occur more
often than not is still $7,000.

Look at it. Here is the green bhar.
This is the annual drug therapy, $500,
when we take Tagamet or some of the
other drugs. These prices have gone
down. The cost of surgery to correct
the ulcer is about $7,200.

Coronary artery bypass—let us go to
that. For coronary artery disease, sur-
gery is no more effective than prescrip-
tion drugs in preventing heart attacks
or improving survival in many heart
patients, according to a VA study. For
a single patient, drugs can cost about
$1,000 per year compared with the
$30,000 surgical fee.

We were limited to these huge fees
until we found these main line drugs
that brought these costs down and
maintained people so they did not have
to undergo those kind of operations.

For gallstones, surgery can cost
$4,000, while the annual drug therapy is
about $1,500. Clearly, cost savings ac-
crue to these innovative new drugs.

In the case of schizophrenia, right
down here, the annual cost of drug
therapy under our current best drug
that we have, is about $9,000. Up until
then, and still in many cases, because
we still have not fully solved this prob-
lem. 1 just chatted with a major drug
company last night, Johnson & John-
son; they said they have got a drug for
schizophrenia that should work in a
great number of cases. It costs us an
average of $90,000 to treat schizo-
phrenics. People who biologically prob-
ably are schizophrenics can be helped
by drugs if we can make a break-
through and get it to them. But it
takes 4,000 misses to create one major
drug like that. A lot of risks. It takes
a lot of money to participate in this
business.

Now we want to take away the incen-
tives to find these new cures that bring
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costs down? That is exactly what is
going to happen.

Let me go to the next chart which is
“Increases in R&D Versus Increases in
Drug Prices."” !

Look at this. We have an index value
of 100 between 1982 and 1984. The re-
search and development index—that is
this green line—that is how much re-
search and development has gone up in
the pharmaceutical industry.

But look at the CPI Rx index, in
other words, the cost of drugs has gone
up, but much slower than the research
and development that they are putting
in to find the cures. I do not know
many industries that can meet these
kinds of comparison charts.

What are we going to do? Are we
going to add more mandates, are we
going fto add price regulation, are we
going to put more regulations on these
people, are we going to take away the
incentives at a time when we need
their help more than ever before. It
does not make sense to me.

A lot of what went wrong in the dec-
ade of the eighties was that we lived
too much for the present and we forgot
about the future. Too often we saw a
merger mania in which longstanding
corporations were literally sucked dry
of their vitality for the sake of short-
term profit-taking.

What that chart says, and says very
loudly and very clearly is that the drug
industry is in it for the long haul. They
are in for the long haul not for just
some short term cheap profit-taking
although they have to make profits to
put it into a continual upswing in
R&D. We see in the debate the legal
hullabaloo over drug pricing. The in-
dustry raised R&D investment substan-
tially, greater than the drug price
index. This is hardly the action of
short-term price gougers. We can see
from the year 1985 right back here,
that research and development, I be-
lieve, has grown to 25 percent higher
than the prescription drug price index.

Is this not the type of forwardlooking
investment that we need more of in our
country today. Today’s investment
pays off in tomorrow’s cures. We will
always try to keep this industry com-
petitive in the world marketplace. We
will keep it where it is. Would it not be
a marvelous shot in the arm to the
economy if all businesses increased
R&D spending to higher levels, greater
than sale price increases?

Mr. President, these charts mean
something. With the information I
have just presented, as the background,
I just want to say that S. 2000 raises in
my mind some very troubling concerns.
It is a piece of precedent-setting legis-
lation that essentially establishes fed-
erally mandated price controls for
pharmaceutical products. It embodies
the philosophy of price confrols as the
only solution for our health care sys-
tem, but the fact is that there are
other market-oriented options for us to
pursue.
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Mr. President, I have observed that
the market is not deaf. The industry
has heard and is taking seriously the
concerns raised in Congress and else-
where about the cost of medication.

And to that degree, I want to give
credit to the distinguished Senator
from Arkansas. He may not be going
about it in the right way, but he cer-
tainly has raised enough noise so that
they have had to look at the matter
very carefully. They are very seriously
and sincerely trying to resolve these
problems, and he deserves a great deal
of credit for doing that. And I will be
the first to give him that credit.

1 myself have spoken in public to
major drug industry gatherings where I
have made it clear that the industry
has to try to bring their prices down.
And, of course, as one of the two major
authors of the Drug Price Competition
and Patent Term Restoration b